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The  Honorable  Thomas  L.  Judge 
Governor  of  the  State  of  Montana 
State  Capitol 
Helena,  Montana  59601 

Dear  Governor  Judge: 

We  are  pleased  to  present  this  evaluation  report  on  the  Boulder  River 
School  and  Hospital  of  the  Department  of  Institutions.   The  evaluation  con- 
tains our  analysis  of  the  present  situation  and  our  recommendations  for  im- 
proved efficiency  and  effectiveness. 

Our  analysis  followed  a  management  by  objectives  (MBO)  approach  by 
measuring  the  present  situation  at  the  Boulder  River  School  and  Hospital 
in  the  total  program  for  the  developmentally  disabled.   Our  suggestions 
are  restricted  to  future  alternative  courses  of  action.   Situations  that 
are  either  self-correcting  or  not  presently  in  need  of  correction  are  not 
contained  in  this  report.  We  have,  of  course,  discussed  all  of  these  situa- 
tions with  the  Director  and  Deputy  Director  of  the  Department  of  Institutions, 
and  we  will  discuss  them  with  the  new  Superintendent  of  the  Boulder  River 
School  and  Hospital.   The  report  is  written  in  a  positive  and  constructive 
manner  in  order  to  encourage  the  cooperation  necessary  for  the  implementation 
of  the  recommendations. 

We  wish  to  thank  the  management  and  staff  of  the  Boulder  River  School 
and  Hospital,  the  Department  of  Institutions,  and  the  Architecture  and 
Engineering  Division  of  the  Department  of  Administration  for  their  hospitality 
and  cooperation  in  conducting  the  evaluation. 

Because  of  our  function  as  an  in-house  consulting  staff,  our  responsibility 
goes  beyond  analysis  and  recommendation.  We  have  recognized  a  continuing  respon- 
sibility to  facilitate  the  implementation  of  our  recommendations  and  we  will 
perform  the  follow-up  evaluations  necessary  to  ensure  complete  implementation. 
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nANAGEMENT  SUMMARY 

nur  kt'v  riiuliiKjn  art>  liiscunaed  within  the  hodv  nf  Mn'  prcxirnn 
<>vnl  na  t  ion .   In  order  to  hiqliliqht  these  fiiulimis,  we  cui  lirieriy 
RViiuniari7e  then  as  follows: 

1.   A  (ireat  need  exists  for  an  aqqressive  proqram  to  develop 
community  based  services  for  the  Developmentally  Disabled,   The  pace 
at  which  these  services  develop  is  constrained  by  the  dearee  of 
community  acceptance  and  the  rate  at  which  the  Hospital  and  Medical 
Facilities  Division  of  the  Department  of  Health  and  Environmental 
Sciences  adopts  licensinq  and  certification  standards  for  (jroup  homes. 

?.   An  improved  budqeting  process  is  necessarv  in  order  to 
form  a  rational  basis  for  decisions  between  programs.   Thir,  is 
especially  critical  when  considering  decisions  between  programs  in 
different  departments. 

3.  A  department-wide  standardized  policy  for  medical 
insurance  reimbursement  is  necessary  in  order  to  provide  a  continuinq 
high  level  of  medical  care  to  the  patients.   The  responsibility  for 
this  policy  is  shared  by  the  Department  of  Institutions  and  the 
Department  of  Social  and  Rehabilitation  Services. 

4.  The  state's  large  capital  investment  must  be  protected  by 
an  adequate  maintenance  program.   Additionally,  a  department-wide 
policy  on  capital  improvements  should  be  adopted  to  insure  that 
department-wide  needs  are  considered. 

5.  A  large  number  of  problems  at  BRSII  stem  from  inadequate 
salaries  and  understaf f ing.   The  director  of  the  Department  of  Insti- 
tutions and  the  legislature  must  realize  that  securing  a  stable  labor 
force  at  all  institutions  will  help  to  promote  better  programs  and 


improve  patient  care.   Professionally  trained,  well-paid  personnel 
are  stronqly  recommended. 

6.  Accountability  and  responsibility  for  line  management  decisions 
is  necessary  in  order  to  reduce  problems  to  manageable  size. 

7.  Increased  coordination  between  the  individual  institutions 
and  the  central  office  is  necessary  in  order  to  facilitate  policy 
decision  making. 

8.  Potential  areas  of  inter-governmental  cooperation  between 
the  Boulder  River  School  and  Hospital  and  the  Community  of  Boulder 
should  be  explored.   Based  on  cursory  analysis,  mutual  benefit  seems 
possible  from  long  term  joint  planning. 
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SUMMARY  OF  RECOMMENDATIONS 


PART  ONE:   THE  DEVELOPMENTALLY  DISABLED  PROGRAM 

(1)  A  coordinated  informational  campaign  should  be  developed 
and  implemented  to  inform  the  public  on  the  DD  program  (p.  21) 

(2)  Install  an  interdepartmental  program  level  budgetina 
process  (p.  22)  ^ 

(3)  Promote  aggressive  action  to  establish  community  based 
services  (p.  22) 

PART  TWO:   THE  INSTITUTION 

(1)  Continue  support  for  the  successful  implementation  of 
the  BRSH  admissions  policy  (p.  27) 

(2)  Continue  attempts  to  involve  all  Montana  physicians 
in  the  Early  Recognition,  Diagnosis,  and  Treatment  (ERDT) 

of  the  mentally  retarded  and  developmentally  disabled  (p.  30) 

(3)  License  and  certify  all  state  institutions  (p.  31) 

(4)  Provide  for  full  cost  recovery  of  capital  expenditures 
from  reimbursement  parties  in  cost  accounting  systems  (p.  35) 

(5)  Assure  that  legal  counsel  assist  the  reimbursement  unit 
to  insure  the  obtainment  of  all  reimbursements  legally  due 
the  state  (p.  35)  ^ 

(6)  Standardize  accounting  systems  and  procedures  for  all  medical 
reimbursements  (p.  35) 

(7)  Screen  personnel  responsible  for  handling  drugs  in 
institutions  (p.  40) 

(R)   Adopt  a  unit  dose  system  of  drugs  to  be  used  in  all  state 
institutions  (p.  41) 

(9)  Create  an  adequate  preventive  maintenance  plan  which  in- 
cludes a  preventive  maintenance  program  (p.  4  5) 

(10)  Consider  available  alternatives  (such  as  contract  services, 
community  based  services,  centralization,  etc.)  before  de- 
ciding on  capital  improvements  (p.  45) 

(11)  Complete  a  comprehensive  laundry  study  before  any  maior 
action  IS  initiated  (p.  47) 


iii 


(12)  Complete  a  policy  statement  concerning  private  practice 
at  DRSH  and  the  use  of  state  facilities  (p.  53) 

(13)  Expand  use  of  SBAS  in  order  to  eliminate  manual  re- 
porting (p.  56) 

(14)  Reduce  the  $5,000  contingency  fund  (p.  56) 

(15)  Overhaul  the  inservice  training  program  to  reduce  em- 
ployee turnover  (p.  58) 

(16)  Install  a  standardized  department-wide  cost  accounting 
system  (p.  63) 

(17)  Consider  federal  grants  as  an  integral  part  of  fi- 
nancing (p.  69) 

(18)  Increase  intra-departmental  cooperation  (p.  71) 


PART  THREE;   BOULDER  RIVER  SCHOOL  AND  HOSPITAL,  MEMBER  OF  THE 
BOULDER  COfWUNITY 

(1)  Promote  intergovernmental  relations  for  the  benefit 
of  both  parties  (p.  74  and  76) 

(2)  Utilize  idle  capacity  of  the  BRHH  hospital  (p.  7^) 

(1)   Obtain  reimbursements  due  to  the  state  for  use  of  its 
facilities  (p.  RO) 
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SUMMARIZED  TABLE  OF  ESTIMATED  SAVIIIGS 
The  major  objective  of  our  program  evaluation  was  to  increase 
the  effectiveness  of  programs  serving  the  Developmentally  Disabled. 
Included  in  this  broad  objective,  we  evaluated  the  cost  ineff  i  ci  e>ncies 
of  certain  f)rogram  elements. 

These  inefficiencies  in  program  areas  and  management  controls 
affect  the  objectives  and  goals  which  attempt  to  provide  a  hioh 
level  of  care  for  the  Developmentally  Disabled. 

The  estimated  potential  savings  that  can  be  realized  by  modi- 
fying these  inefficiencies  range  from  $600,000  to  over  $2,000,000. 
These  estimates  are  based  on  calculations  included  in  the  text.   For 
ease  of  reference,  a  listing  of  these  inefficiencies  is  given  be- 
low.  The  estimated  financial  impact  is  included  for  those  cases 
where  an  estimation  was  possible. 

(1)  Optimization  in  budgeting 

-  Decision  on  optimal  or  suboptimal  levels  ran  produce 
savings  Mo  estimate  possible 

(refer  to  pages  19-20) 

(2)  Trade-Off  Analysis 

-  Decisions  pertaining  to  community  based  services  -vs- 

Roulder  River  School  and  Hospital  $200,000 

per  year 

(refer  to  pages  19-20) 

(3)  Recognition,  Diagnosis  and  Treatment 

-  Decisions  based  on  immediate  financial  concerns  may  be 
costly  to  the  Department  of  Institutions  No  es- 
timate possible 

(refer  to  pages  2R-30) 

(4)  Allocating  Capital  Costs 

-  Reimbursement  claims  need  capital  cost  adjustments  if  the 
state  is  to  realize  more  federal  dollars.  .  $467,000  per  year 

(refer  to  page  32) 


(5)  Reiii±)ursements  for  Per  Diem  Billings 

-  Estimated  losses  for  not  claiming  per  diem  charges  at 

Warm  Springs  from  private  insurance  companies. . $91 , 000  per  year 

(refer  to  page  33) 

(6)  Medicaid  Eligibility  Certifications 

-  Estimated  losses  from  delays  in  the  certification  of 
intermediate  care  patients  at  RRSH  by  SRE" .  .  $164 ,  2  50  per  year 

(refer  to  page  34) 

(7)  Community  Based  Services 

-  Decisions  concerning  the  renovation  of  cottages  may  result 
in  an  expenditure  of  state  or  federal  funds  for  an  im- 
practical and  costly  solution  to  the  problem.. no  estimate 
possible 

(refer  to  pages  49-50) 

(R)   Preventive  Maintenance 

-  Short  term  savings  are  resulting  in  long-term  capital 

costs  no  estimate  possible 

(refer  to  pa<|es  66-67) 
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PROGRAM  EVALUATION 


INTRODUCTION 

Government  requests  for  increasinq  amounts  of  revenue  from  the 
public  cannot  be  made  without  sufficient  justification  and  well 
defined  objectives.   Government  has  a  stewardship  responsibility 
to  insure  efficient  utilization  of  expenditures.   Tliis  responsi- 
bility can  be  achieved  if  the  following  questions  can  be  answered: 

—  What  is  the  goal  or  objective  of  this  expenditure? 

—  What  method  of  goal  accomplishment  should  be  selected? 

—  What  method  is  most  efficient  in  the  utilization  of  resources? 

—  What  method  is  most  effective  in  accomplishing  the 
desired  objectives? 

A  program  evaluation  can  supply  the  answers  to  these 
questions  and  can  form  a  basis  for  rational  decision  making. 

WHAT  IS  A  PROGRAM  EVALUATION? 

A  proqram  is  a  group  or  set  of  interrelated  functions  or 
activities  with  the  same  output  objective  or  goal.   The  program 
structure  is  defined  by  starting  with  the  desired  objective  and 
identifying  all  functions  or  activities  which  contribute  to 
that  objective.   These  functions  or  activity  components  are  described 
in  a  hierarchical  fashion  and  can  be  intradepartmental  and  inter- 
departmental. 

A  program  evaluation,  as  we  define  it,  is  a  comprehensive 
analysis  of  the  success  of  the  program  in  accomplishinq  its 
specified  objectives.   The  proqram  evaluation  is  based  on  the 


analysis  of  the  following  areas: 

1.  Adequacy  of  financial  management; 

2.  Compliance  with  legal  requirements; 

3.  Efficiency  in  utilization  of  resources; 

4.  Effectiveness  of  goal  accomplishments; 

5.  Adequacy  of  personnel  policies. 

PROGRAM  EVALUATION  vs.  AUDIT 

A  program  evaluation  as  described  above  closely  resembles 
a  Government  Accounting  Office  (GAO)  audit.   In  fact,  many  pro- 
cedures are  exactly  the  same,  for  example,  the  evaluation  of  internal 
control.   The  American  Institute  of  Certified  Public  Accountants 
defines  internal  control  to  be: 

"...  the  plan  of  organization  and  all  of  the 
coordinate  methods  and  measures  adopted  within  a 
business  to  safeguard  its  assets,  check  the  accuracy 
and  reliability  of  its  accounting  data,  promote 
operational  efficiency,  and  encourage  adherence 
to  prescribed  managerial  policies.   This  definition 
possibly  is  broader  than  the  meaning  sometimes 
attributed  to  the  term.   It  recognizes  that  a 
"system"  of  internal  control  extends  beyond  those 
matters  which  relate  directly  to  the  functions 
of  the  accounting  and  financial  departments."^ 

In  a  government  audit,  the  evaluation  of  internal  control  de- 
termines the  extent  of  audit  procedures  necessary  to  satisfy  the 
auditor.   When  the  auditor  is  satisfied,  he  attests  to  the 
fairness  of  the  financial  statements.   Program  evaluation  uses  the 


■'■American  Institute  of  Certified  Public  Accountants,  Statement 
on  Auditing  Standards  (New  York:   American  Institute  of  Certified 
Public  Accountants,  1973)  p.  15 


information  on  internal  control  for  a  different  purpose.   The  major 
emphasis  of  program  evaluation  is  the  measurement  of  prooram  accom- 
plishments or  program  output  and  the  improvement  of  government 
efficiency.   It  is  not  our  intention  to  attest  to  the  fairness 
of  statements  of  financial  condition.   For  the  purposes  of  program 
evaluation,  the  evaluation  of  internal  control  is  limited  to  supplying 
information  on  the  adequacy  of  financial  management. 

The  present  program  evaluation  of  Boulder  River  School  and 
Hospital  (BRSII)  is  in  three  parts  as  follows: 

1.  BRSH,  Subprogram  of  Developmental  Disabilities 

2.  BRSII,  the  Institution 

3.  BRSH,  member  of  Boulder  community. 


PART  ONE 


BRSII,  SUBPROGRAM  OF  DEVELOPMENTAL  DISADILITIES 


CHAPTER  ONE 

CONCEPTUAL  DEVELOPMENT  OF  PROGRAM  STRUCTURE  FOR  DEVELOPMENTAL 
DISADILITIES 

A  proqram  structure  is  developed  in  the  followinq  (leneral- 
ized   manner.   A  community  need  or  problem  exists.   The  need 
is  sufficient  to  warrant  a  program  structure.   The  need  is  translated 
into  a  cToal.   A  goal  is  desired  general  outcome.   A  goal  tends  to 
be  abstract  and  to  have  a  long  time  dimension.   The  measurement 
of  goal  accomplishment  is  difficult  because  of  its  diffuse  lona- 
range  character.   In  order  to  measure  program  accomplishments,  it  is 
necessary  to  translate  abstract  goals  into  discrete  objectives.   An 
objective  is  specific,  quantifiable,  well  defined,  and  has  a  short 
time  dimension.   Objectives  are  accomplished  by  the  utilization 
of  resources  and  a  survey  of  resources  should  be  made  to 
determine  the  resources  available  to  the  program.   A  program 
plan  for  allocating  resources  to  objectives  should  be  prepared. 
This  plan  will  consider  prioritization  and  tradeoff  analysis. 

Additionally,  the  performance  of  past  programs  should  be  con- 
sidered.  The  inclusion  of  past  performance  evaluation  in  program 
planning  is  called  feedback.   Once  a  program  plan  is  developed, 
it  is  implemented.   The  program  should  be  evaluated  on  the  basis  of 
program  performance.   This  performance  evaluation  information 
is  then  fed  back  in  the  next  program  planning  cycle.   A  simplified 
diagram  of  the  program  development  cycle  follows  this  section. 


Program  Development  Cycle  (Simplified) 
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Goals 


Obiectives 


Resources 


Program  Planning  and  Budgeting 
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CHAPTER   TWO 

CONCi:rTUAL    PROGRAM    STRUCTURE    FOR    DEVKLQPMENTAL   Dir.AnlLlTlllS 

Needs 

As  previously  stated,  the  development  of  a  program  structure 
begins  with  the  output  or  desired  service  and  then  proceeds  to 
determine  the  functions  or  activities  directly  related  to  that  output. 
In  this  case  the  desired  output  is  service  to  the  developmentally 
disabled  (DD) .   The  term  DD  is  used  because  it  encompasses  mentally 
retarded  (MR),  cerebral  palsy,  epilepsy,  and  autism;  but,  in  fact, 
DD  clients  virtually  always  suffer  some  form  of  MR.   Throughout  this 
report  we  refer  to  the  clients  as  DD  or  MR  for  the  sake  of  brevity. 
The  objective  of  our  report  is  to  increase  the  level  of  service  to 
the  DD  or  MR  client. 

The  general  public  agrees  that  services  to  DD  should  be 
provided.   In  order  to  provide  the  most  effective  program  of  services, 
a  needs  inventory  must  be  taken.   Initially  a  good  source  to 
determine  program  needs  is  social  interest  groups,  such  as  the 
Montana  Association  for  Retarded  Children  and  Adults  (MARCA) .   Social 
interest  groups  can  educate  the  general  community  about  program  needs. 
Additionally,  the  special  interest  group  can  perform  a  lobbying 
function.   Social  lobbying  is  a  method  of  making  government 
responsive  to  the  needs  of  the  people. 

Goals 

Program  needs  must  be  translated  into  program  goals.   A  goal 


must  be  realistic.  Since  most  DD  is  irreversible,  a  cure  for 
DD  is  not  a  realistic  goal.  Professionals  in  the  field  of  DD 
recognize  the  following  generally  accepted  program  goals: 

— Normalization — DD  should  be  permitted  to  obtain  an  existence 
as  normal  as  possible, 

— Containment — Instance  of  DD  should  be  prevented  where 
possible. 

— Depopulation  of  Institution — Only  the  severely  and  pro- 
foundly impaired  should  be  in  institutions.   Clients  capable 
of  functioning  in  a  community  should  be  returned  to  the 
community. 

— ^inht  to  Education — School-aged  DD  have  the  right  to  public 
supported  t^ducation. 

— Right  to  Treatment — DD  have  the  right  to  adequate  habitation. 
— Community  Based  Services — Institutional  life  has  historically 
been  dehumanizing.   The  institutional  environment  should  be 
changed  to  approximate  a  normal  community  environment. 
These  program  goals  are  not  intended  to  be  mutually  exclusive 
or  exhaustive,  and  are  applicable  to  the  comprehensive  DD  program. 
Corresponding  to  these  program  level  goals  are  a  series  of  sub- 
program goals  applicable  to  the  MR  program  at  Boulder.   These  are 
as  follows: 

—  '^«^ct-ea3e  Lone;  Term  Custodial  Care — Long  term  custodial  care 
is  not  a  viable  program  goal  for  DRSH.   Only  the  profoundly 

and  severely  impaired  should  be  long-term  Boulder  residents. 
Long-term  custodial  care  is  contrary  to  program  goals,  such  as 

normalization,  institution  depopulation,  and  the  development 
of  community  based  services,  because: 

(1)   An  institution  is  not  a  normal  environment. 


(2)  Long-term  care  increases  institution  population. 

(3)  Long-term  care  discourages  the  development  of  community 
based  services. 

—  r)RSll-The  Last  Resort — BRSH  should  be  considered  as  .1  lant 
resort  only  to  be  used  after  exhausting  the  community  re- 
sources. 

— BRSH-Specialized  Treatment — BRSH  should  improve  and  continue 
to  supply  specialized  treatment  not  available  in  the  community, 
such  as: 

(1)  Screening  and  diagnosis— Maintain  genealogical  information 
on  MR  and  function  as  an  MR  information  clearing  house. 

(2)  Medical  treatment— Specialized  treatment  for  diseases 
peculiar  to  MR. 

(3)  Training — Training  is  not  economically  practical  in  the 
community  environment.   Behavior  modification  training 
is  an  excellent  example  of  training  not  available  in 
the  community. 

(4)  Education — Continued  education  of  professionals,  students, 
general  public,  politicians,  etc. 

Objectives 

As  stated  previously,  goals  tend  to  be  abstract  and  long 
term.   In  order  to  develop  meaningful  programs,  specific  short 
term  quantifiable  objectives  must  be  derived  from  the  abstract 
long  term  goals.   Two  DD  progriun  objectives  are  as  follows: 

— Institution  Population — Decrease  the  institution  population 
to  a  specific  target  number. 


— Conununity  Based  Services— Increase  the  community  based 
services  bo  a  specific  number. 

These  two  objectives  are  interrelated.   Institution  popu- 
lations cannot  be  decreased  without  a  correspondinq  increase 
in  community  services.   Many  of  the  worst  aspects  of  Institutional 
life  cannot  be  remedied  within  an  institutional  environment. 
From  an  economic  view-point,  it  is  impossible  to  provide  an 
institution  with  the  range  of  facilities  that  are  available  in  a  well- 
populated  community.   Such  facilities  would  include:   churches, 
bowling  alleys,  swimming  pools,  parks,  gymnasiums,  etc.   These 
facilities  are  taken  for  granted  by  most  of  us,  but  they  are 
denied  to  many  of  the  institutionalized.   Another  benefit  of 
returning  DD  clients  to  the  community  is  the  reduction  of  the 
State's  welfare  burden.   Experience  in  other  states  has  demon- 
strated that  a  limited  number  of  clients  can  earn  from  $100-0125  per 
month.   Even  clients  with  low  moderate  mental  levels  can  earn 
between  $25-$75  per  month  in  a  sheltered  work  shop  environment. 

Resources 

A  resource  inventory  should  be  taken  in  the  same  manner  as  the 
needs  inventory.   Some  of  the  obvious  resources  available  to  the 
State  are: 

— Federal  Level 

(1)   Grants  or  contracts 

(?)      Pro<jrnni  .support-  services 
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— state  Level — Existing  state  programs  such  as: 

(1)  Special  Education  -  Superintendent  of  Public  Instruction  (SPI) 

(2)  Vocational  Education  -  SPI 

(.3)   Vocational  Rehabilitation  -  Social  and  RohabiIit.il  ion 
Services  (SRS) 

(4)  Sheltered  Workshops  -  SRS 

(5)  Croup  or  Foster  Homes  -  SRS 

(6)  BRSil  -  Institutions* 

(7)  Health  Services  -  Health  and  Environmental  Sciences 

(8)  Other  Services 
— Local  Level 

(1)  County  and  municipal 

(2)  Volunteer  Services 

(3)  Donations 
— ^an'iJ-Y 

Program  Planning  and  Budgeting 

Progreun  planning  is  a  complex  subject.   The  objectives  of 
progrcun  planning  are  as  follows; 

(1)  Define  program  structure  (planning) 

(2)  Allocate  resources  efficiently  to  the  program 
structure  (budgeting) 

(3)  Accomplish  program  objectives  (feedback) 


*BRSH  and  Eastmont  are  unique  resources  because  they  are  the  only 
two  non-community  based  services. 
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— Define  Program  Structure 

Defining  program  structure  requires  communication  and  coordina- 
tion between  departments.   Additional  program  structures  are  sub- 
ject to  constraints  such  as  legal,  financial,  time,  etc.   For 
example,  BRSII  can  return  clients  to  the  community  only  if 
community  services  exist  for  those  clients. 
— Allocation  of  Resources 

The  needs  of  MR  clients  are  numerous.   Unfortunately,  the 
state's  resources  are  finite.   This  necessitates  an  efficient 
allocation  or  budgeting  of  resources  by  the  following  methods: 

(1)  Optimization  in  Budgeting  -  This  includes  the  maximization 
and  minimization  of  resource  utilization  within  budget  decisions. 
For  instance,  service  to  clients  should  be  maximized,  but  the 
cost  of  providing  these  services  should  be  minimized  where- 

ever  possible. 

(2)  Prioritization — Possible  services  to  clients  should  be 
listed  according  to  priorities  ranging  from  essential  to 
optional  services.   Progreim  funding  should  consider  this 
priority  scheme.   This  analysis  can  cross  departmental  lines. 

(3)  Trade  Off  Analysis — Alternate  methods  for  accomplishing  the 
Scune  objective  should  be  considered.   Community  based  services 
-vs-  institution  based  services  should  be  considered.   Studies 
in  other  states  indicate  that  community  based  care  can  cost  from 
;>3,000-$/l ,  000  a  year  less  than  the  alternate  of  institutional  care, 

(4)  Feedback  Analysis — Feedback  analysis  considers  past  program 
performance.   Ineffectual  past  strategies  should  be  dis- 
continued.  Effective  strategies  should  be  reinforced. 
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Program  Iraplemenbation 

After  the  program  has  been  developed,  it  must  be  administered. 
The  program  should  deliver  services  to  the  client  and  hopefully 
accomplish  the  desired  objectives. 
Program  Evaluation 

Programs  can  be  evaluated  by  innumerable  methods.   Three 
of  the  more  common  are: 

— Efficiency  -  Efficiency  analysis  is  an  economic  measure  of  the 

methods  used  for  accomplishing  an  objective. 

— Effectiveness  -  Effectiveness  evaluation  measures  the 

program  success  in  accomplishing  objectives. 

— Cost/Effectiveness  -  The  cost/effectiveness  ratio  is  obtained 

by  dividing  program  cost  by  a  specified  effectiveness  measure. 

Cost/effectiveness  can  form  the  basis  of  an  expenditure  rationing 

system. 
Feedback 

Feedback  is  the  process  of  utilizing  information  on  past 
program  performance  to  revise  or  re-orient  future  programs.   The 
information  on  program  performance  should  be  fed  back  into  the 
next  planning  and  budgeting  cycle.   Revised  program  structures 
should  be  a  blend  of: 

(1)  New  and  continuing  community  objective 

(2)  New  funding  information 

(3)  Information  on  performance  of  past  program  strategies. 


CHAPTER  THREE 

EVALUATION  OF  THE  PRESENT  DEVELOPMENT ALLY  DISABLED  PROGRAM  AND 
DRSirS  ROLE 

DD  program  level  planning  was  established  in  1971.    A  com- 
prehensive evaluation  at  this  time  would  be  premature.   Our  re- 
view was  limited  to  BRSH's  role  in  the  DD  program. 
Needs 

A  comprehensive  DD  inventory  of  needs  has  been  completed.   Due 
to  the  wide  dispersion  of  Montana's  population,  many  of  the  DD 
needs  have  low  visibility  to  the  public.   Based  on  conversations 
with  DD  program  personnel,  an  effort  to  inform  the  community 
about  the  needs  of  the  DD  is  a  priority. 
Goals 

The  goals  generally  accepted  by  professionals  in  the  DD 
field  are  included  in  the  DD  comprehensive  plan.   The  aim  of  these 
goals  is  to  integrate  the  DD  into  the  community.   These  goals   are 
in  conflict  with  the  original  intent  of  institutions,  i.e.  segrega- 
tion of  the  DD  from  the  community.   In  Montana  this  intent  can 
be  seen  by  the  physical  location  of  the  institutions.   These  out- 
of -sight,  out-of-mind  locations  insured  a  low  priority  for  DD  pro- 
grams.  The  DD  professionals  interviewed  expressed  the  belief  that 
Montanans  are  generally  well  intentioned  but  ill-informed  on  goals 
for  DDs.   There  is  a  general  attitude  that  what  is  needed  is  a  better 
institution  for  DD  inmates.   This  is  dangerous  for  the  following 
reasons: 

— ^°3t  ~  Institutional  care  is  tremendously  costly.   Capital 
cost  per  bed  in  large  institutions  are  approximately  $10,000  com- 
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pared  with  $3,000  in  a  community  based  environment.   The  operatina 
cost  of  institutional  care  is  $7,000  per  patient  per  vear  coni- 
parod  with  $3,000  per  patient  per  year  in  a  qroup  lioiue  (based 
on  cost  inTormntion  from  BRSII  and  the  Montana  llTP  Croup  Homes). 
— Potential  Litigations  -  The  hiqh  cost  of  institutional 
care  nation-wide  has  not  been  matched  with  a  level  of  ap- 
propriations necessary  to  guarantee  an  adequate  level  of  care. 
Decisions  of  an  increasing  number  of  class  action  suits  are 
requiring  that  institutions  maintain  this  level  of  care.   In 
one  case  the  judge  suggested  that  a  group  of  state  assets  be 
sold  to  satisfy  the  financial  needs.  Number  one  on  the  list 
of  assets  was  the  Governor's  Mansion,  Wyatt  v.  Stickney, 
334  F.  Supp.  1341  (M.D.  Alabama  N.D.  1971).   Sections  of 
HRSII  are  totally  inadequate  and  could  easily  be  the  basin  of  a 
class  action  suit. 

— Clients  Rights  to  Community  -  It  is  not  a  crime  to  be  a 
DD.   Because  of  this  fact,  DDs  should  not  be  regarded  as  inmates 
of  institutions.   They  have  the  right  not  to  be  institutionalized 
or,  alternately,  the  right  to  be  members  of  the  community. 
The  success  of  the  DD's  reintegration  into  the  community  is  to 
a  large  extent  dependent  on  the  possibility  of  changing  the 
community's  attitude  from  viewing  the  DD  as  an  inmate  to 
viewing  the  DD  as  an  individual. 

Objectives 

At  the  present  program  development  stage,  the  objectives 
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assigned  to  DRSH  are  the  reduction  of  institution  population,  the 
maintenance  of  training  programs  not  available  in  the  community, 
and  the  maintenance  of  specialized  medical  treatment  facilities. 
These  objectives  are  very  satisfactory. 

Resources 

An  inventory  of  resources  is  included  in  the  Comprehensive 
DD  Plan.   All  identified  resources,  including  BRSH,  are  represented 
on  the  Montana  Services  and  Facilities  for  the  Developmentally  Dis- 
abled Advisory  Council. 

Program  Planning  and  Budgeting 

— Program  Structure  -  The  first  introduction  of  the  DD  program 
structure  to  the  Montana  Legislature  was  in  1971.   The  planning 
for  a  program  structure  requires  top  administrative  decisions  to 
coordinate  the  program.   The  coordination  has  been  lacking  on 
several  occasions.   The  HIP-House  concept  is  an  example  of  this 
lack  of  coordination.   HIP-House  was  the  name  given  to  group  homes 
constructed  by  utilizing  Hospital  Improvement  Program  funds.   The 
HIP-House  concept  was  a  needed  program  addition  and  served  to  fill 
a  program  vacuum.   However,  the  HIP-House  concept  was  introduced  by 
the  former  superintendent  of  BRSH  and  was  independent  of  other  pro- 
gram decisions,  which  frustrated  program  coordination.   This  pro- 
gram introduction  from  the  BRSH  level  produced  duplication  of 
in-community  responsibility  between  BRSH  and  SRS. 
— Allocation  of  Resources  -  No  program  can  succeed  without  an 
allocation  of  resources.   The  Montana  Legislature  uses  an  jncre- 
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mental  budget  control  system  based  on  historic  cost.   This  approach 
is  strictly  input  oriented.   The  addition  of  a  program  budget 
system  can  enhance  the  effectiveness  of  an  incremental  control 
system  because  a  program  budget  system  is  output  oriented.   In 
order  to  present  an  effective  program  budget  system,  a  program  bud- 
get must  be  presented  to  the  Legislature  as  a  unit.   During  the 
last  Legislature,  this  was  not  the  case.   The  need  to  have  ser- 
vices provided  to  the  DD  plus  the  availability  of  federal  funding 
led,  unfortunately,  to  two  departments  (Institutions  and  Social 
and  Rehabilitation  Services)  seeking  to  provide  services  to  the 
DD.   Competition  of  this  type  might  be  healthy  in  the  in-house 
developmental  stage,  but  a  mechanism  must  exist  to  resolve  program 
responsibility  before  the  budget  is  submitted  to  the  Legislature. 
The  Government  Operations  Unit  will  continue  to  review  this 
situation  to  insure  that  coordination  exists. 

(1)   Optimization  in  Budgeting  -  Unfortunately,  the  present 
budgeting  structure  promotes  this  type  of  discord.   No  one 
can  doubt  that  the  former  superintendent  acted  in  a  manner  which 
he  considered  in  the  best  interest  of  BRSH.   In  the  situation 
above,  his  actions  conflicted  with  the  best  interest  of  both 
the  Department  of  Institutions  and  the  State.   In  cases  such  as 
this,  these  conflicts  must  be  resolved  in  the  best  interest  of 
the  State  and  the  budgeting  structure  must  support  this  reso- 
lution. 

The  process  of  optimizing  budget  decisions  would  allow 
this  resolution.   Optimizing  is  the  inclusive  term  en- 
compassing both  the  maximizing  or  the  minimizing  of  some  per- 
formance measure.   In  business,  the  performance  measure  is 
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profit,  which  should  be  maximized.   For  government,  the 
choice  is  not  so  obvious.   One  practical  choice  for  an  optimal 
governmental  decision  would  be  to  minimize  cost  for  a  de- 
sired level  of  service. 

A  program  budget  control  system  is  necessary  in  aiding  the 
optimization  of  budget  decisions.   The  program  budget  details 
the  total  program  cost.   To  be  effective,  optimization  of  budget 
decisions  must  begin  at  the  program  level.   One  of  the  first  steps 
of  the  optimization  process  is  the  elimination  of  a  duplicating 
or  conflicting  subprogram.   Since  all  subprograms  are  identified, 
the  elimination  of  duplicating  or  conflicting  subprograms  can  re- 
duce cost  immediately. 

A  second,  although  not  obvious  step,  is  the  elimination  of 
suboptimal  decisons.   Suboptimization  is  the  process  of  optimizing 
below  the  program  level.   Suboptimal  budget  decisions  often  con- 
flict with  optimal  budget  decisions.   It  is  only  by  mere  coin- 
cidence that  the  suboptimal  decison  will  agree  with  the  optimal 
decision.  This  conflict  is  illustrated  below.   Consider  the  following 
set  of  facts: 

**The  State's  Budget  Act,  sections  79-1001  through  79-1019, 
R.C.M.  1947,  requires  all  Medicaid  reimbursement  be  sent  directly 
to  the  General  Fund. 

**Budget  decisions  are  not  made  on  the  basis  of  the  amount 
of  money  a  program  can  "earn".   The  Department  of  Insti- 
tutions must  "spend"  before  it  can  be  reimbursed,  but 
institutions'  budget  is  not  offset  by  any  of  the  reim- 
bursement. 

Assume   further  that  a  project  exists  for  which: 

♦♦Medicaid  will  pay  $15.00  a  day  per  patient  if  a  required 
level  of  care  is  given. 

**The  cost  to  the  Department  of  Institutions  to  deliver 
that  required  level  of  care  is  $5,00  a  day  per  patient. 
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**The  Department  of  Institutions  is  responsible  for  1000 
patients  eligible  for  this  Medicaid  reimbursement. 

The  two  possible  budget  decisions  are  either  fund  or  not  fund  the 

project. 

**Not  Fund-The  Suboptimal  Decision — If  the  stated  criteria 
of  the  budget  decision  is  the  minimization  of  cost  from  the 
point  of  view  of  the  Department  of  Institutions,  the  correct 
decision  is  not  to  fund  the  project.   This  alternative  will 
produce  an  apparent  cash  savings  of  $1,825,000  per  year  which  is 
developed  as  follows: 

$5.00  X  1000  clients  x  365  days  •=  $1,825,000 
client-day  years 

In  this  case,  the  decision  is  made  at  the  subprogram  level. 
Since  it  is  not  a  program  level  decision,  this  is  a  sub- 
optimal  decision. 

**Fund-The  Optimal  Decision — If  the  stated  criteria  of  the 
budget  decision  is  the  minimization  of  cost  from  the  state's  point 
of  view,  the  correct  decision  is  to  fund  the  project.   This 
project  will  produce  an  actual  net  cash  inflow  of  $3,650,000 
per  year  which  is  developed  as  follows: 

$(15.00  -  5.00)  X  1000  clients  x  365  da^  =  $3,650,000 
client-day  year 

In  this  case,  the  decision  is  made  at  the  program  level. 
Since  it  is  at  the  program  level,  this  is  an  optimal 
decision. 

From  the  above  example,  it  can  be  seen  that  the  level  at 
which  a  decision  is  made  can  produce  vastly  different  and 
conflicting  results.   The  suboptimal  decision  reports  a  cost  savings 
of  $1,825,000  by  foregoing  the  project,  but  the  actual  results  of  the 
suboptimal  decision  is  a  net  loss  of  $3,650,000  cash  reimbursements. 
On  the  other  hand,  the  optimal  decision  will  produce  this  net  cash 
inflow  of  $3,650,000.   This  example  of  the  difference  between  a  sub- 
optimal  and  optimal  decision  is  paradoxical.   Not  only  does  the  optimal 
decision  produce  increased  revenue  for  the  state,  but  also,  the  optimal 
decision  increases  the  level  of  care  to  the  DD  clients. 
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If  the  budgeting  process  requires  all  decisions  to  be  made 

on  the  department  basis,  the  Department  of  Institutions  is 

compelled  to  make  the  suboptimal  decisions.   If  the  optimal 

decision  is  desired,  the  budgeting  decision  must  be  made  at 

the  program  level. 

If  the  budgeting  process  does  not  allow  for  program  level 

decisions,  suboptimal  decisions  will  continue. 

It  would  be  far  more  productive  to  modify  the  budgeting 

structure  and  permit  program  level  decisions  than  to  allow 

the  continuation  of  suboptimal  decisions. 

(2)  Prioritization — The  methods  or  extent  of  prioritizing  pro- 
grams was  not  covered  by  this  review.  This  responsibility  lies 
at  the  Department  level. 

(3)  Trade-off  Analysis — A  comprehensive  trade-off  analysis  is 

not  within  the  scope  of  the  present  review.   Certain  valid 

trade-off  analysis  can  be  made  at  this  time.   Based  on  our 

review,  we  concluded  that  the  State  could  more  effectively  utilize 

$200,000  a  year  if  an  agressive  community  based  service  system 

was  pursued.   The  trade-off  analysis  is  as  follows: 

**It  costs  approximately  $3,000  per  group  home  resident  per  year. 
This  is  based  on  in-state  group  home  experience.   A  group  home 
for  10  clients  costs  approximately  $30,000  per  year.   On  a  per 
client  per  year  basis  that  is  $3,000. 

**It  costs  approximately  $7,000  per  institution  resident  per 
year.   This  is  based  on  actual  cost  according  to  information 
available  at  BRSH.   The  $7,000  is  a  low  estimate  and  does  not  in- 
clude any  capital  cost  allocations. 

**From  50-100  BRSH  clients  could  be  placed  in  a  group  home 
environment  based  on  BRSH  estimates,  providing  the  facilities 
were  available. 
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Cost  per  client  per  year  at  BRSH  $7,000 
Cost  per  client  per  year  in 

group  home  3^000 

Savings  per  client  per  year  $4,000 

Savings  per  client  per  year  $   4,000 

Estimated  number  of  clients  50 

Estimated  Gross  Savings  $200,000 

♦♦Constraints — The  above  savings  are  possible  in  the  near  future. 
Two  factors  constrain  the  immediate  possibility  of  realizing 
these  savings: 

(a)  Group  homes  licensing  requirements  have  not  been  finalized  by 
The  Hospital  and  Medical  Facilities  Division  of  the  Department 

of  Health  and  Environmental  Sciences.   The  delay  in  publishing 
the  group  home  requirements  has  caused  a  continuing  roadblock 
to  the  creation  of  additional  group  homes.   Presently,  funding  for 
three  additional  group  homes  exists,  but  these  additional  group 
homes  have  waited  for  approximately  one  year  because  of  the 
lack  of  group  home  licensing  requirements. 

(b)  The  group  home  concept  will  not  be  successful  without  community 
acceptance.   Group  homes  can  be  introduced  only  when  and  where 

the  community  will  accept  them.  The  1974  State  Plan  for  Develop- 
mental Disability  Services  emphasizes  public  education  concerning 
the  needs  of  the  DD. 

(4)   Feedback  Analysis — The  DD  program  has  not  completed  a  cycle. 
At  this  time  no  feedback  information  could  be  used  in  the 
planning  and  budgeting  process.   The  Department  should  be  pre- 
pared to  undertake  this  analysis  once  the  information  becomes 
available. 
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Program  Evaluation 

Program  evaluation  of  the  DD  program  is  premature  at  this 
time  and  beyond  the  scope  of  the  present  analysis.   One  important 
factor  should  be  stated  for  future  analysis.   A  computer  tracking 
system  for  DDs  is  being  procured.   The  system,  called  Individual 
Data  Base,  will  maintain  records  on  DD  clients,  including  their 
treatments  and  records.   This  will  make  it  possible  to  identify  total 
program  cost  on  a  client  basis. 
Information  Campaign 

The  importance  of  a  well-informed  public  cannnot  be  under- 
estimated.  Both  the  rate  of  introduction  and  the  success  potential 
of  community  based  services  are  based  on  community  acceptance. 
A    third,  but  not  to  be  ignored,  benefit  of  a  well-informed  public 
is  the  possibility  of  social  action  lobbying.   The  informational 
campaign  should  be  a  concerted  effort  of  public  and  private  organi- 
zations.  The  public  organization  would  be  the  personnel  charged 
with  DD  responsibility  such  as  the  Departments  of  SRS  and  Institutions. 
Hopefully,  private  organizations  such  as  the  Montana  Association  of 
Retarded  Children  will  volunteer  their  support.   The  campaign  should 
utilize  news  releases  and  TV  public  interest  shows.   A  documentary  film 
produced  at  BRSII  should  be  cleared  for  public  release  immediately. 
Program  Level  Budget 

A  program  level  budget  system  is  necessary  to  eliminate  intra- 
departmental  and  interdepartmental  duplication  of  proqrams  and 
conflict  in  programs.   The  program  level  budgeting  system  must  consider 
the  total  program  cost  including  the  important  possibilities  of  Federal 
Financial  Participation  (FFP) .   FFP  should  be  deposited  in  the  treasury 
system  for  control  purposes,  but  program  budgets  must  include  an 
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analysis  of  the  impact  of  FFP.   Programs  with  a  high  level  of  FFP 
must  be  considered  in  the  same  way  as  an  enterprise.   Roth  require 
an  initial  investment  by  the  state  before  the  state  can  "earn" 
reimbursement.   It  is  clearly  the  responsibility  of  the  executive 
branch  to  present  this  program  level  analysis  to  the  Legislature. 
Community  Based  Services 

All  roadblocks  to  conununity  based  services  should  be  removed. 
To  take  advantage  of  potential  savings,  an  aggressive  program  of 
community  services  should  be  developed.   All  departments  with  a  role 
in  the  DD  progreum  should  be  required  to  undertake  this  aggressive 
program.   Cooperation  in  these  areas  between  departments  cannot  be 
overemphasi  zed . 

This  cooperation  must  include  a  greater  exchange  of  information 
between  the  Hospital  and  Medical  Facilities  Division  and  the  Department 
of  Institutions.   This  exchange  should  include  discussion  of  the 
licensing  and  certification  standards  on  a  continuing  basis.   This 
procedure  would  aid  in  reducing  the  time-lag  caused  by  the  delay 
in  adopting  new  licensing  and  certification  standards. 

The  term  aggressive  program  is  not  intended  to  mean  that  DD  will 
be  dumped  into  the  community.   The  state's  responsibility  for  pro- 
tective care  will  continue  in  the  community.   Inspection  of  community 
based  facilities  must  be  established.   A  well-informed  public  can  aid 
in  this  inspection.   Community  based  facilities  have  better  public 
visibility  than  an  isolated  institution. 

RECOMMENDATIONS 

Based  on  our  limited  review  of  the  DD  program,  we  recommend  the 
following  for  immediate  action: 
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(1)  A  coordinated  informational  campaign  be  developed. 

(2)  A  program  level  budgeting  process  be  coordinated  and  in- 
stalled. 

(3)  Action  be  initiated  to  establish  community  based 
services. 


PART  TWO 


DRSH,  THE  INSTITUTION 


CHAPTER  ONE 
ADMISSIONS  POLICY 

The  BRSII's  admissions  policy  distinguishes  between  invalid 
and  valid  reasons  for  admission. 
Nonvalid  Reasons 

Mental  retardation  in  itself  is  not  a  valid  reason  for  admission  to 

BRSH.   If  Montana  has  the  same  MR  rate  as  the  nation,  we  can  estimate  that 

there  are  21^000  people  with  some  form  of  MR  in  this  state.   The 

estimation  is  developed  as  follows: 

Population  of  Montana  700,000 

National  MR  rate,  3%  .03 

Estimated  MR  in  Montana  21^000 

If  we  assume  that  institutional  care  costs  $10,000  per  client 

per  year,  the  financial  burden  to  the  state  would  be  $210,000 ,000 , 

per  year  developed  as  follows: 

Cost  per  year  per  client                $10,000 
Number  of  clients  21,000 

$210,000,000 

From  this  figure,  we  must  conclude  that  total  institutionalization 
for  MR  clients  is  not  economically  feasible. 
Valid  Reasons 

An  MR  should  be  admitted  to  BRSH  only  if  BRSH  can  offer  some 
service.   A  list  of  valid  reasons  for  admission  is  as  follows,  but  not 
limited  to: 

Physical  -  Medical  Concerns 

— For  Therapy  -  Speech  -  Physical  -  Occupational 
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— Seizures 

— Basic  Habit  Deficiencies  (enuresis,  encropresis,  inablity 

to  feed) 
— Sensory  Deficiencies  (blind,  deaf) 
— Motor  Deficiencies  (cerebral  palsy,  speech) 
— Chronic  Diseases  (diabetes,  tuberculosis,  etc.) 
— Anomalies  -  Malformation  Syndrome 
— Pediatrically  Involved  (PKU,  Sturqe-Weber,  OBS  per  se, 

battered  child) 
— Physical-Medical  Concerns,  unknown  or  other 

Psychological  Deviations 

— VJithdrawal  Tendencies,  mild  (schizoid) 

— Withdrawal  Tendencies,  severe  (thought  disorder,  schizophrenia, 
autistic) 

— Mood  Swings  (affective  disorder,  depressive-elated  stes) 

— Explosive  States  (with  or  without  OBS)  temper  tantrums, 
unmotivated  aqgression 

— Attention  Seeking  (hysterical)  Behavior  Pattern 

— Neurasthenic  (asthenic)  Behavior  Pattern 

— Chronic  Anxiety  or  Phobias 

— Psychophysiological  Symptoms  (gastrointestinal,  respiratory, 
and  others) 


Psycho-Social  Conflicts 

— Unsocialized  Aggression  (child-like  hostility,  disobedience, 
solitary  stealing,  etc.) 

—Antisocial  Hehavior  (well  entrenched  delinquency  pattern, 
with  acts  against  thincrs) 
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— Alcohol  and/or  drugs 

— Runaway  Behavior  (child-like) 

— Group  Delinquent  Behavior  (gangs) 

— Homosexual-Lesbian  or  other  sexual  deviancy 

— Hetrosexual  Delinquency 

— Antisocial  Behavior  with  acts  against  persons 

— Psycho-Social  Conflicts,  unknown 

Deficiencies  Of  the  Community  (leaving  unfulfilled  needs) 

— Need  for  Supervision  by  Parents  (poverty,  illegitimacy, 
(no  parents),  typical  "waif"  and  typical  early  admissions) 

— Need  for  continuing  supervision  (persons  over  20) 

— Public  School  or  Educational  Indigence  (needs  of  children 
under  17) 

— Need  for  acceptance  (ostracizm  by  school  and/or  community) 

— Medical  Indigence 

— Deficiencies  of  the  Community,  unknown 

Family  Constellation 

— Separation  or  Divorce 

— Ilusband-Wife  Conflict 

— Sibling  Conflict 

— Neighbor  Conflict 

— Relative  Conflict  or  Ostracism 

— Economic  factors 

— Threat  to  job 

— Family  constellation,  unknown 
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Unfortunately,  the  popular  misconception  exists  that  all  DDs 
should  be  institutionalized.   The  state  is  not  being  hard-hearted 
in  denying  admissions  for  invalid  reasons.   These  invalid  ad- 
mission cases  at  best  do  not  contribute  anything  to  DDs.   At  worst, 
institutionalization  can  do  irrepairable  damage  to  DDs.   For  instance, 
a  parental  attention  can  increase  a  mongoloid's  IQ  by  as  much  as  30 
points,  as  compared  to  immediate  institutionalization.   An  institution 
can  never  be  a  substitute  for  parental  love. 

If  the  general  community  does  not  understand  the  alternatives 
to  institutionalization,  their  first  exposure  to  the  BRSH  admission 
will  be  abrupt  and  emotional.   In  order  to  preclude  this,  the  general 
community  must  be  educated  to  the  benefits  of  the  alternatives  to 
institutionalization.   This  common  education  must  be  a  continuing 
responsibility  of  the  Department  of  Institutions  and  the  Department 
of  Social  and  Rehabilitation  Services  and  has  received  major  emphasis 
in  the  1974  State  Plan  for  Developmental  Disability  Services. 

RECOMMENDATIONS 

We  recommend  that  the  BRSH  admissions  policy  continue  to  be  supported. 
This  policy  will  reduce  the  state's  financial  drain  caused  by 
supporting  nonvalid  institutionalization,  but  more  Importantly, 
this  policy  will  increase  the  level  of  valid  service  which  BRSH 
can  render. 


CHAPTER  TWO 
MEDICAL 

Farly  Recognition^  Diagnosis,  and  Treatment 

BRSH  has  a  primary  role  as  an  information  center  for  Tarly 
Recognition,  Diagnosis,  and  Treatment  (ERDT)  of  MR  and  DD  related 
diseases.  The  importance  of  ERDT  is  a  direct  result  of  the  ad- 
vances of  medical  science.  Life  continuation  systems  have  added 
from  10  to  20  years  to  the  life  of  an  MR.  An  example  of  such  a 
system  is  antibiotics.  Treating  MR-mongoloids  with  antibiotics 
has  controlled  diseases  which  killed  mongoloids  in  their  teens. 
Now  MR-mongoloids  are  living  into  their  thirties. 

At  this  time,  a  responsibility  exists  in  addition  to  solely 
prolonging  life.   An  attempt  must  be  made  to  improve  the  quality 
of  life  when  possible.   Many  MR  suffer  from  physical  dysfunctions. 
Restorative  surgery,  for  example,  can  correct  dysfunctions  and 
allow  a  more  normal  life.   In  cases  such  as  hydrocephalus,  ERDT 
is  mandatory  if  a  normal  life  is  to  be  approached. 

In  addition  to  the  humanitarian  aspect,  ERDT  has  a  financial 
impact.   Consider  the  following  illustrations: 

(1)  An  operation  called  a  shunt  can  correct  the  hvdrocephalic 
condition.   Assume  that  this  operation  costs  $6,000. 

(2)  Early  correction  of  the  hydrocephalic  condition  can  in- 
crease 10  by  30-40  points. 

(3)  This  increase  of  30-40  points  in  IQ  can  reduce  the  level 
of  care  required  by  the  MR  client.   This  IQ  difference  can 
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mean  the  difference  between  the  necessity  of  nonambulatory  care 

and  in-community  care.   Assume  that  the  savings  between 

the  level  of  care  is  nominally  $10  a  day. 

(4)   Life  continuation  systems  can  maintain  life  for  at  least 

30  years. 

Based  on  the  above  facts,  two  alternatives  exist.   The  alterna- 
tives are  either  to  operate  or  not  to  operate. 
Operate 

Under  this  alternative  the  operation  will  cost  $6,000. 
Not  Operate 

Under  this  alternative  there  will  be  no  operation.   Since 
financial  decisions  are  based  on  the  differences  between  alternatives, 
only  the  differences  in  the  cost  of  care  need  be  considered.   Under 
this  alternative,  the  cost  of  care  will  be  $109,500,  developed  as 
follows : 

$10/day  X  365/year  x  30  years  =  $109,500 

Side  by  Side  Comparison 

Alternative  Operate         Not  Operate 

Cost  of  Operation  $6,000  $      0 

Cost  Resulting  From  Difference 

in  Level  of  Care  Required  109,500 

Total  Cost  $6,000  $109,500 

Net  Difference  $103,500 

— No  time  value  of  money  adjustments  were  made  because  of  the 
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rough  data  used  in  the  estimation.   The  above  example  is  used  to 
illustrate  the  rough  order  of  magnitude  of  ERDT  decisions. 

From  the  preceeding  example,  one  can  see  that  F.RDT  can  have 
a  sizable  financial  importance  to  the  state.   Unfortunately,  certain 
private  physicians  are  reluctant  to  operate  on  MR  clients.   According 
to  the  BRSII  physician  and  chief  of  clinical  services,  these  attitudes 
are  a  result  of  nonfamiliarity  with  MR  problems. 
RECOMMENDATIONS 

We  recommend  that  ERDT  continue  to  have  primary  importance 
at  BRSH,  and  that  a  continuing  attempt  be  made  to  involve  all 
Montana  physicans  in  the  program.   Physician  involvement  can  be 
achieved  through  conferences  and  seminars  held  at  BRSH.   In  the  past, 
the  BRSH  physician  has  conducted  such  seminars  and  has  coordinated  a 
working  relationship  with  other  physicians  at  BRSH. 

Licensure,  Certification,  and  Accreditation 

These  three  terms  are  important  when  considering  a  medical 

facility.   The  differences  between  them  are  subtle  and  should  be 

explored. 

Licensure  -  Licensing  of  a  medical  facility  is  a  function  of 
the  State  Department  of  Health  and  Environmental  Sciences.   A 
license  is  required  before  a  facility  can  operate  in  Montana. 
Certification  -  Certification  of  a  medical  facility  is  a 
function  of  the  State  Department  of  Health  and  Environmental 
Sciences.   The  standards  for  certification  are  given  in  the 
federal  medicare/medicaid  laws.   A  facility  must  be  licensed 
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before  it  can  be  certified,  but  a  facility  can  continue  to 
operate  if  it  is  licensed  but  not  certified.   The  importance  of 
certification  is  medicaid  or  medicare  reimbursement.   A  facility 
that  is  not  certified  will  not  receive  medicaid  or  medicare 
reimbursement . 


Accreditation  -  Accreditation  of  a  facility  is  a  function  of  the 
Joint  Commission  of  Accreditation  of  Hospitals,  which  is  a  non- 
profit national  organization.   A  medical  facility  can  operate 
in  Montana  and  receive  medicaid/medicare  reimbursement  if  it  is 
licensed  and  certified  independent  of  any  accreditation.   At  this 
point  of  time,  accreditation  is  strictly  voluntary. 
A  medical  facility  must  be  licensed  to  operate  in  Montana. 
From  a  practical  viewpoint,  a  medical  facility  must  be  certified 
to  operate  efficiently.   A  private  hospital  could  not  continue 
to  operate  without  medicaid/medicare  funds.   The  state  must  also 
maintain  medicaid/medicare  funds  to  operate  efficiently.   Although 
accreditation  is  currently  voluntary,  court  decision  could  make 
accreditation  mandatory.   The  Joint  Commission  on  Accreditation 
of  Hospitals,  acting  as  Amicus  Curiae  has  introduced  this  standard 
in  litigation  on  Rights  to  Habitation. 

RECOMMENDATION 

We  recommend  that  all  state  institutions  be  certified  in  addition 
to  being  licensed.   The  financial  impact  of  licensing  and  certification  is 
explored  in  the  following  chapter  on  medical  insurance.   Accreditation  at 
this  point  is  optional  but  accreditation  standards  should  be  considered  as 
long-term  developmental  standards. 


CHAPTER  THREE 


Mf^dical  insurance  has  become  increasinqly  financially 
important  to  hospitals.   The  hospital  at  the  Montana  State 
Institutions  are  no  exception  to  this  occurrance.   Systems  and 
procedures  were  developed  at  BRSH  and  other  institutions  for 
cost  recovery  under  these  proarams.   These  systems  and  procedures 
were  developed  bv  necessity  and  without  the  benefit  of  central 
direction.   A  telephone  survey  was  conducted  to  determine  the 
department-wide  situation.   The  system  is  considerably  frag- 
mented.  The  followina  are  examples  of  the  system: 
Capital  Cost 

We  found  no  institutional  cost  accountinrj  system  that  allocated 
capital  costs.   The  potential  loss  at  BRSH  alone  is  approximately 
$467, OOP,  developed  as  follows: 


Approximate  Reimbursement  for  Private 

Hospital,  Semi-Private  Room  (Capital  Cost 
Included) 


$50/day 


Approximate  Reimbursement  Rate  for  BRSH  Semi-Private 

Room  (Capital  Cost  Included)  $10/day 


Approximate  Difference  for  Capital  Allocation 


'=;4  0/day 


Assumina  32  bed  hospital 
Difference  for  Capital  allocation 
Loss  per  day  at  BRSH  at  full  capacity 


32 

$40 


Loss  per  day  at  BRSH  at  full  capacity 
Days  per  year 

Estimated  loss  per  year 


$12f?0 

365 

■     I-  ■      ^1    — 

$467,200 


These  costs  will  be  recovered  through  the  various  medical 
insurance  programs. 
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Third  Party  Reimbursement 

Only  a  licensed  general  hospital  can  obtain  third  party 
reimbursement  by  companies  such  as  Blue  Cross,  Blue  Shield,  etc. 
Both  BRSH  and  Warm  Springs  Hospital  have  been  licensed.   BRSII 
is  receiving  these  reimbursements  through  their  billing  process,  but 
Warm  Springs  with  a  120  bed  licensed  general  hospital  is  not 
receiving  third  party  reimbursement.   The  estimated  loss  is  ap- 
proximately $91, OOP. 

Approximately  per  diem  at  Warm  Springs         $10.00/day 
Assumed  number  of  clients  covered  by 

insurance  25 

Loss  per  day  $250.00 

Loss  per  day                                $250.00 
Dnys  per  year  365 

Loss  per  ye<Tr  $01  .  250 

The  above  loss  does  not  make  allowances  for  capital  cost  allocation. 
Presently,  third  party  insurers  do  not  recognize  that  the  Warm 
Springs  Hospital  is  divided  for  licensing  purposes  into  both  a  licensed 
general  hospital  and  a  licensed  long-term  care  facility.   Few,  if  any, 
third  party  insurers  will  pay  for  any  long-term  care;  however,  we  can 
find  no  reason  for  not  paying  for  care  in  a  licensed  general  hospital. 
As  in  many  cases,  the  state  must  take  the  first  action  and  request 
reimbursement,  and  be  willing  to  pursue  legal  recourse  in  test 
case  circumstances.   The  Government  Operations  Unit  and  the  Department 
of  Institution's  retained  counsel  will  investigate  this  further  and 
determine  a  course  of  action. 
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Ancillary  Charges 

The  scope  of  our  review  was  broadened  as  we  researched  procedures 
at  other  institutions  within  the  Department.  Warm  Springs,  for  instance, 
does  not  make  ancillary  charges  which  are  supplementary  charges  directly 
associated  with  specific  medical  treatment.   These  charges  could  be 
appreciated  if  third  party  insurers  would  accept  the  120  bed  licensed 
hospital  status  at  Warm  Springs.   No  approximation  of  those  losses  was 
made,  as  it  was  beyond  the  scope  of  our  review  at  BRSH. 
Patient  Eligibility 

Presently  89  intermediate  care  patients  at  BRSH  are  awaiting 
medicaid  eligibility  certification.   This  certification  is  the  re- 
sponsibility of  SRS.   Assuming  that  50%  are  medicaid  eligible, 
this  constitutes  a  daily  loss  of  $450  or  a  yearly  loss  of  $164,250 
developed  as  follows: 

Approximate  per  diem  reimbursement  for 

intermediate  care  $  10/day 

50%  of  89  45 

Potential  Loss  per  day  $450/day 

Potential  loss  per  day  $450 

Days  per  year  365 

Potential  loss  per  year  $164,250 

This  continuing  loss  of  medical  insurance  reimbursement  is  in- 
excusable.  The  Department  of  Social  and  Rehabilitation  Service  and  the 
Department  of  Institutions  must  cooperate  to  correct  this  situation 
immediately. 
Patients  Not  Charged 

A  respite  care  program  is  conducted  at  BRSH.   Families  can  send  their 
MR  client  to  BRSH  for  short  periods  averaging  15  days.   Medical  treat- 
ment and  diagnostic  services  are  rendered  during  this  program.   A  past 
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policy  did  not  require  the  charging  of  patients  for  these  medical  ser- 
vices.  This  policy  was  installed  before  third  party  reimbursement  was 
prevalent.  This  represents  a  real  financial  loss  to  the  state,  resulting 
from  loss  of  Medicaid,  Blue  Cross  or  Blue  Shield  reimbursement.   No  es- 
timate was  made  of  this  loss,  but  the  Department  of  Institutions  says  the 
loss  is  substantial. 
Consequences  of  Present  Medical  Insurance  System 

The  above  estimates  were  produced  to  illustrate  the  magnitude 
of  the  potential  losses.   Conservatively,  the  losses  are  at  least  $600,000 
per  year. 
RECOMMENDAT I ONS 

We  recommend  the  following  for  department-wide  adoption: 
— Capital  Cost  Recovery  -  Cost  accounting  systems  must  allow  for 
full  cost  recovery  of  capital  expenditures  from  reimbursement 
agencies,  either  government  or  private.   Inadequate  recovery  of 
capital  costs  will  endanger  the  future  adequate  operations  of 
the  hospitals. 

— Legal  Counsel  -  The  reimbursement  unit  must  have  the  availability 
of  legal  counsel.   Medical  reimbursement  must  be  considered  the 
same  as  any  other  state  revenue,  such  as  taxes.   Legal  counsel  must 
be  available  to  insure  that  the  state  can  obtain  all  reim- 
bursement legally  due  the  state.   We  assume  that  this  counsel  can 
be  made  available  by  the  utilization  of  retained  counsel. 
— Standardization  of  Medical  Reimbursement  -  The  present  frag- 
mented system  does  not  fully  recover  all  reimbursement  due 
the  state.   Reimbursement  is  dependent  on  an  accurate  account- 
ability.  To  insure  this  accountability  systems  and  procedures 
for  handling  medical  reimbursement  must  be  standardized  to 
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insure  that  the  state  is  receiving  all  the  reimbursement 
legally  due.  The  standardization  should  be  accomplished 
in  the  following  manner: 

(1)  Intra-Department  Reimbursement  -  Representatives  from  RRSH, 
Warm  Springs,  Galen,  Center  for  the  Aged,  Veterans  Home,  Children's 
Home,  Eastmont  Training  Center  and  the  central  office  should 
conduct  a  survey  of  current  reimbursement  systems.   The 

system  should  be  streamlined  by  reducing  duplication.   Reimbursement 
should  be  considered  a  separate  function  of  hospital  administration 
and  should  be  handled  by  a  staff  of  reimbursement  technicians. 
It  should  not  be  a  part-time  responsibility  of  a  nursing  or  any 
other  staff.   An  analysis  of  the  present  reimbursement  system 
should  be  conducted  to  insure  that  the  maximum  reimbursement 
is  collected. 

(2)  Inter-Department  Medicaid/Medicare  -  Representatives  from  the 
Department  of  Institutions,  the  Department  of  Social  and 
Rehabilitation  Services  should  review  the  reimbursement  and 
eligibility  systems  to  insure  that  the  state  claims  the  maximum 
allowable  reimbursement.   Institutional  systems  and  procedures 
should  be  standardized.   The  situation  of  inadequate  eligibility 
must  be  corrected  immediately, 

(3)  Department  of  Institutions  -  Private  third  parties  reimbursement 
representatives  such  as  Blue  Cross  and  Blue  Shield  should 

review  the  standardized  systems  and  procedures.  Possible  areas 
of  conflict  should  be  avoided  at  this  meeting  and  concentration 
should  be  placed  on  claim  processing  systems  and  procedures. 
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— Ancillary  Charges  -  Billing  for  ancillary  charges  should 
be  accomplished  in  all  licensed  general  hospitals  within  the 
Department  of  Institutions.   This  procedure  will  allow  accurate 
determination  of  the  cost  of  performing  services  and  increase 
reimbursements  from  private  third  party  reimbursement  agencies. 
This  suggestion  does  not  apply  to  situations  of  long-term  custodial 
care  or  group  therapy  where  per  diem  billing  is  more  appropriate. 
— Patient  Eligibility  System  -  Where  practical,  the  determination 
of  patient  medical  insurance  should  precede  patient  admissions. 
This  will  allow  medical  reimbursement  to  collect  for  medicare/medicaid 
or  third  party  agents  on  a  timely  basis.   The  determination  will 
establish  legal  obligation  of  third  party  agents  or  medicaid 
eligibility.   Unless  n   legal,  financial  obligation  does  exist  for 
the  client,  the  third  party  insurer  will  not  pay.   A  coordinated 
effort  by  SRS  and  the  Department  of  Institutions  will  be  necessary. 
This  procedure  will  n<)t  apply  in  the  cases  of  medical  emergencies. 
— Charge  All  Patients  With  Financial  Resource  -  Title  80,  Chapter 
16,  R.C.M.  1947,  requires  that  the  state  shall  charge  all  patients 
with  sufficient  financial  resources.   This  is  especially  critical 
in  the  cases  where  cost  receovery  is  possible  from  third  party 
medical  insurers.   These  charges  would  not  aid  the  financial  bur- 
den of  the  parents,  but  would  add  substantially  to  the  state's 
cost  recovery. 

— Retroactive  Claiming  -  The  state  should  pursue  the  possibility 
of  a  retroactive  clain  for  medicare  and  medicaid  reimbursements. 
This  claim  would  correct  the  previous  claim  and  would  be  based 
on  the  non-inclusion  of  capital  cost  allocation.   Experiences  in 
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other  states  have  established  that  retroactive  claiming  is  per- 
mitted. 


CHAPTER  FOUR 

PHARMACY 

Our  evaluation  of  the  pharmacy  was  based  on  the  following: 

(1)  A  review  of  the  pharmacy. 

(2)  Meetings  with  personnel  from  the  Department  of  Health 

and  Environmental  Sciences  to  secure  available  information  from 
knowledgeable  sources. 

(3)  An  article  by  Dr.  George  Freedman  entitled  "Pharmacist-oriented 

2 
drug  distribution  systems  for  all  hospitals".   Dr.  Freedman  is 

a  nationally  recognized  expert  on  pharmacy  systems. 

The  analysis  treated  the  topics  of  inventory  control,  dispersing,  and 

problem  areas. 
Inventory  Control 
Inventory  is  segregated  into  three  levels  of  control  purpose: 

— Narcotics  -  Narcotics  are  kept  under  a  two  key  system.  All 

narcotics  are  counted  at  shift  change  overs. 

— Amphetames  and  Barbituates  -  Drugs  popularly  classed  as 

uppers  and  downers  are  dispensed  on  a  daily  basis.   No  large  quantity 

of  drugs  are  allowed  to  leave  the  pharmacy. 

— Other  Drugs  -  The  remaining  drugs  do  not  require  the  level  of 

control  of  the  first  two. 
The  pharmacy  control  system  is  only  as  good  as  the  personnel  who  handle  it. 
BRSH  screen  all  personnel  who  handle  drugs.   The  screening  process  not 
only  eliminates  the  obvious  drug  oriented  "hippie"  type,  but  also  the  not 
so  obvious  professional  type  with  drug  related  problems.   Laxity  of 
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'George  I.  Freedman,  Pharmacist-Oriented  Drug  Distribution  Systems 

for  all  Hospitals  (Hospital  Formulary  Management),  March,  1973. 
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control  of  drugs  has  been  the  cause  of  inunediate  terminations  of  em- 
ployment of  two  nurses  and  other  employees  of  DRSII. 
Dispensing  System 

In  the  pharmacy  there  is  a  technical  difference  between  dispensing  and 
administering  drugs.   Dispensing  is  the  act  of  taking  the  drugs  from 
containers  and  dividing  the  drugs  into  doses.   Administering  is  the 
act  of  giving  the  drugs  to  the  patients.   According  to  Montana  law,  a 
phairmacist  is  required  to  dispense  drugs,   BRSH  uses  a  unit  dose 
system.   An  outline  of  the  system  is  included  in  Appendix  1, 
One  feature  of  the  system  is  the  packaging  of  each  patient's  drugs. 
This  system  allows  better  control  of  the  dispensed  drugs.   Drugs  are 
dispensed  on  a  daily  basis  only.   This  controls  a  potential  situation 
of  accumulating  excessive  amounts  of  drugs  outside  of  the  pharmacy. 
Problem  Area 

One  problem  area  was  noted.   The  pharmacist  orders  drugs  by 
generic  names  when  possible.   In  many  cases  the  pharmacist  uges  his  pro- 
fessional judgment  when  specifically  ordering  by  trade  names.   Sometimes 
the  centralized  State  Purchasing  Bureau  will  substitute.  Purchasing  only 
recently  hired  a  person  with  the  expertise  necessary  to  determine  if 
generic  substitution  is  advisable,  but  such  determinations  should  be 
agreed  upon  between  the  two  parties, 
RECOMMENDATIONS 

We  recommend  the  following  pharmacy  control  policy  for  department- 
wide  adoption: 

(1)   Screening  of  all  personnel  who  handle  drugs  should  be  accomp- 
lished. 


41 


(2)  Implementation  of  the  unit  dose  system  for  controllinq  drugs 
should  be  accomplished. 

(3)  Substitution  of  drugs  requires  professional  competence.   If 
the  pharmacist  has  used  professional  judgment  to  determine  that  no  sub- 
stitution should  be  made,  the  pharmacist's  request  should  be  honored. 
The  State  Purchasing  Bureau  should  make  no  substitution  in  these  cases. 

(4)  No  physician  should  be  allowed  to  prescribe  narcotics,  amphetames 
or  barbituates  from  the  institution  pharmacy  for  his  personal  use  without 
approval  of  another  physician. 


CHAPTER  FIVE 

FACILITIES 

A  survey  of  the  physical  plant  of  BRSH  was  conducted.  The 
determination  of  the  adequacy  of  the  physical  plant  was  based  on  a 
projected  stabilized  client  population  of  350-400.   This  stabilized 
population  is  assumed  to  be  attainable  by  1978  provided  that  alternative 
community  based  facilities  are  successfully  developed.   The  survey 
considered  the  three  following  areas;  maintenance,  the  physical  plant 
necessary  for  the  stabilized  population,  and  the  remaining  physical  plant 

MAINTENANCE 

Presently,  the  buildings  at  Boulder  are  subjected  to  a  greater 
amount  of  wear  and  tear  than  is  to  be  expected  in  the  usual  public 
building.   The  degree  of  wear  and  tear  is  expected  to  worsen  because  the 
depopulation  of  the  institution  will  produce  a  stabilized  population  of 
lower  ability.   (The  more  capable  clients  will  be  reintegrated  into  the 
community.)   This  unusually  high  amount  of  wear  and  tear  has  not  been 
balanced  by  a  corresponding  number  of  maintenance  personnel.   The 
isolation  of  Boulder,  working  conditions  and  environment,  and  low  salary 
schedule  has  discouraged  additional  staff.   No  possibility  exists  for 
contract  service  at  Boulder.   Due  to  this  manpower  limitation,  no  pre- 
ventive maintenance  program  exists. 

Any  possible  salary  savings  by  this  lack  of  maintenance  manpower 
are  strictly  illusory.   These  salary  savings  are  more  than  offset  by 
premature  deterioration  of  capital  equipment  and  buildings.   Before  this 
year,  it  was  not  possible  to  quantify  the  savings  of  an  adequate  main- 
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tenance  program.   The  recent  introduction  of  a  cost  accountinq  system 
can  be  used  to  document  the  need  for  an  adequate  level  of  maintenance. 

PHYSICAL  PLANT  NECESSARY  FOR  STABILIZED  POPULATION 

A  stabilized  1978  population  of  350-400  clients  was  assumed.   Based 
on  this  assumption,  a  building  needs  analysis  was  conducted.   For 
discussion  purposes  we  grouped  the  buildings  into  four  categories,  as 
follows:   buildings  not  requiring  major  improvements,  buildings  requiring 
medicaid  certification,  buildings  requiring  major  improvement  and 
needed  for  stabilized  population,  and  other  buildings  (buildings  not 
falling  into  the  three  previous  classes  and  not  required  for  the 
stabilized  population). 
Ijuildings  Not  Requiring  Major  Improvements 

The  following  buildings  appear  adequate  and  need  no  major  capital 
improvements: 

— School 

— Administration 

— Warehouse 

— Power 

— Parcimedic 

— Cafeteria  -  Library  -  Kitchen 
Buildings  Requiring  Medicaid  Certification 

Federal  financial  participation  is  an  important  consideration  in 
any  building  program  at  Boulder.   The  loss  of  medicaid/medicare  certifi- 
cation can  cause  a  considerable  financial  loss.   Additionally,  medicaid/ 
medicare  forms  a  standard  of  care  which  the  state  should  attain  on  a 
purely  humanitarian  basis.   The  hospital  and  non-ambulatory  are  currently 
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beinq  renovated  to  conform  to  certification  standards.   Medicaid/ 

medicare  insurance  will  also  reimburse  the  state  for  the  cost  of 

resident  care  in  certified  facilities.   Currently,  cottaqes  10  throuqh 

15  are  certified  resident  care  facilities.   Every  effort  should  he 

maintained  to  insure  continued  certification.   Cottage  3  is  currently 

being  renovated  to  conform  to  standards.   This  cottage  has  a  wood  roof, 

which  does  not  conform  to  standards.   An  equivalency  which  permits  an 

alternative  method  of  satisfying  the  standard  has  been  granted.   Cottages 

10  through  15,  plus  cottage  3,  are  sufficient  to  support  the  1078 

stabilized  resident  population  projection. 

Buildings  Requiring  Major  Improvements  and  Needed  for  the  Stabilized 
Population 

The  major  remaining  building  necessary  to  support  the  197B  stabilized 
population  projection  is  the  laundrv.   The  present  laundry  is  totnllv 
inadequate,  and  has  been  the  subject  of  a  report  pulilished  by  the 
Hospital  and  Medical  Facilities  Division  under  the  Department  of  Health 
and  Environmental  Sciences.   Manv  of  the  problem  areas  illustrated  in 
the  report  are  the  result  of  DOor  housekeeping  and  management.   However, 
the  physical  plant  and  equipment  are  also  inadequate. 
Other  Buildings 

The  remaining  physical  plant,  which  is  not  needed  to  support  the 
projected  stabilized  population,  includes  cottages  1,  2,  4,  5,  6,  and  7. 
The  livinq  conditions  in  these  buildings  are  substandard.   The  sub- 
standard conditions  include  broken  windows,  communal  and  unkept  toilet 
fncllitles,  Rpction;^  of  the  walls  and  ceilings  missi.nn,  etc.   Tn 
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general,  these  buildings  cannot  be  physically  or  economically 
restructed  to  provide  adequate  habitation  for  human  beings.   Needless 
to  say,  any  renovation  required  for  medicai d/medicare  certification  would 
be  costly  ($175,000  -  $250,000  per  cottage  based  on  costs  in  cottage  3). 
Additionally,  this  renovation  would  require  equivalencies. 
RECOMMENDATIONS 

We  recommend  the  following  for  incorporation  into  a  department- 
wide  physical  plant  policy. 

— Maintenance  -  Create  an  adequate  maintenance  plan  which  includes 
a  preventive  maintenance  program.   Use  cost  accounting  information 
to  justify  any  additional  manpower  or  salary  increases. 
— Capital  Improvements  Policy  -  All  capital  improvements  programs 
shall  consider  the  following  program  alternatives  before  budgeting 
for  capital  improvement. 

(1)  Contract  Services  -  Before  budgeting  for  capital  improvements, 
consider  the  possibility  of  contracting  to  fulfill  the  required 
need.   Contract  services  reduce  the  strain  of  capital  expenditures. 
This  frees  monies  for  possible  direct  services  to  clients. 

(2)  Community  Based  Services  -  Before  approval  of  new  or  extensive 
renovation  of  physical  plant,  consider  development  of  an  alternative 
community  based  service, 

(3)  Centralization  -  Before  approving  a  new  capital  expenditure 
for  any  other  institution,  consider  the  total  needs  of  the  de- 
partment. 
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Laundry 

The  laundry  was  evaluated  in  accordance  with  the  suggested  capital 
improvement  policy.   The  laundry  performs  a  service  function  to  the 
institution.   Presently,  the  laundry  load  is  approximately  2,000,000 
pounds  per  year.   This  load  will  not  change  greatly  as  the  population 
is  reduced  because  the  stabilized  population  will  contain  a  large  portion 
of  incontinent  patients.   The  following  alternatives  were  considered: 

(1)  Contract  Services  -  The  isolation  of  Boulder  and  limited 
service  available  in  the  local  area  precludes  a  local  service 
contract.   Laundries  previously  contracted  in  adjacent  communities 
required  prewashing  because  of  the  soiled  nature  of  the  laundry.. 
This  alternative  is  not  viable  because  of  excessive  cost  and 
impracticability. 

(2)  Community  Based  Services  -  The  laundry  performs  a  service  for 
the  institution.   This  service  must  be  performed.   No  community 
based  alternative  exists. 

(3)  Centralization  -  Centralization  of  the  laundry  was  the  subject 
of  a  1969  Legislative  Report.   We  are  reconsidering  the  situation 
with  the  following  changes: 

(a)  Limited  Service  -  The  laundry  will  handle  only  sheets, 
pillow  cases,  towels  and  other  industrial  linens.   The  laundry 
will  perform  no  personal  services  for  institution  employees. 

(b)  No  Ironing  -  Resident  clients  will  use  increasing  amounts 
of  permanent  press  clothing.   This  clothing  will  be  washed  and 
dried  in  a  local  institutional  launderette  and  will  not  go  through 
the  laundry.   No  personal  services  will  be  available  to  insti- 
tution employees. 

(c)  Professional  Workers  -  No  unpaid  residents  (patients)  will 
work  in  the  laundry. 
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(d)  Separate  Cost  Center  -  The  laundry  will  be  a  centralized 
facility.   It  will  also  be  a  separate  cost  center  and  managed 
as  a  professional  laundry.   The  location  of  the  laundry  should 
be  in  an  area  which  has  a  suitable  labor  supply,  not  excluding 
Warm  Springs.   The  cost  center  responsibility  of  the  laundry 
manager  will  promote  a  suitable  maintenance  program  including  a 
preventative  maintenance  program. 
A  consolidated  facility  serving  the  total  department  requirements 
could  produce  an  economy  of  scale.   This  facility  not  necessarily  be 
located  at  any  institution.   Considering  the  limited  labor  pools 
surrounding  the  institution,  a  better  location  might  be  within 
a  metropolitan  area.   The  centralized  facility  should  have  the 
following  features: 

(a)  a  separate  cost  center; 

(b)  an  active  preventive  maintenance  program; 

(c)  minimum  capital  investment  (maximum  use  of  work  shifts) . 
(4)   Capital  Improvements  Based  on  Projected  Populations  -  If 
capital  improvements  are  necessary,  they  should  be  based  on 
projected  stabilized  population.   Over-capacity  should  be  avoided. 
Capital  investment  in  institutions  encourages  institutionalization. 
If  institution  over-capacity  does  not  exist,  community  resources 
will  be  used  more  fully. 

A  department-wide  study  was  outside  the  scope  of  the  present 
analysis,  but  a  comprehensive  institutional  laundry  study  should  be 
conducted.   Participants  should  include  affected  institutions — personnel 
and  the  Architecture  and  Engineering  Division.   Based  on  our  conversations 
with  the  administrator  of  this  division,  the  total  laundry  load  from 
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BRSH,  Warm  Springs,  the  Prison,  and  Galen  is  approximately  6,000,000 
pounds  per  year.   If  three  shifts  are  run,  this  is  a  laundry  load  of 
2,000,000  pounds  per  shift  per  year.   The  cost  of  this  alternative  varies 
from  $100,000  to  $1,000,000  in  capital  expenditure  depending  on  the 
possibility  of  locating  a  suitable  building  and  cannibalization  of 
existing  equipment.   A  more  complete  study  is  necessary  before  any  action 
can  be  taken. 

(4)  Laundry  at  Boulder  -  An  initial  cost  estimate  for  laundry 

renovation  for  Boulder  is  as  follows: 

(a)  Architecture  and  Engineering  Division  -  The  A  &  E  Division's 
cost  estimate  to  satisfy  the  Hospital  and  Medical  Facility  Division 
requirements  is  $75,000  -  $100,000. 

(b)  American  Laundry  Machine  -  The  Architecture  and  Engineering 
Division's  cost  estimate  of  the  laundry  configuration  suggested  by 
American  Laundry  Machine  is  $100,000  -  $300,000.   This  configuration 
is  a  superior  system,  but  has  a  capacity  in  excess  of  Boulder's 
projected  needs.   Renovating  at  Boulder  does  not  answer  all 

the  problems. 

The  previous  report  by  laundry  consultants  established  the 
low  efficiency  of  the  institutional  laundries.   For  example,  laundry 
costs  at  Galen  were  17.5  cents  per  pound.   This  should  be  com- 
pared to  a  5  cent  per  pound  cost  which  has  been  reported  by  well- 
managed  commercial  laundries.   The  low  efficiency  produces  a  low 
salary  structure.   The  low  salary  structure  and  the  high  cost  of 
living  In  Boulder  reduces  the  available  labor  market.   Related 
problems  include  poor  maintenance  programs  and  high  operational 
expenses.   We  suggest  (before  any  renovation  at  Boulder  is  ap- 
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proved)  that  a  comprehensive  laundry  study  be  completed. 
Cottages  1,  2,    4,  5,  6,    7 

As  stated  previously,  these  cottaqes  are  substandard  and  should  be 
abandoned  If  they  are  not  needed  for  the  stabilized  population.   The 
possibility  does  exist  that  considerable  short  range  pressures  could 
force  continued  use  of  these  facilities.   This  could  occur  as  the 
result  of  rules  changing  the  requirement  for  medicare  for  DD.   (If  the 
proposed  rules  are  adopted  in  their  present  form,  the  staffing  re- 
quirements of  nursing  homes  would  increase  considerably.   The  resulting 
increased  staff  costs  would  have  to  be  absorbed  by  the  private  nursing 
homes.   Many  DDs  who  are  presently  nursing  home  residents  or  who  could 
become  nursing  home  residents  will  be  precluded  from  residence  because 
of  the  additional  financial  burden  on  private  nursing  homes.   The 
State  would  have  to  assume  responsibility  for  these  displaced  DDs.) 
The  alternatives  available  to  the  state  are  either  to  find  alternative 
community  base  facilities,  or  to  renovate  Cottages  1,  2,  4,  5,  6,  and 
7  to  meet  medicaid  standards. 

— Community  Based  Service  -  The  state  could  augment  the  staffs  of 
nursing  homes  to  insure  that  the  DD  medicaid  requirements  are  met.   This 
could  be  accomplished  by  either  purchase  of  service  agreements  with 
local  providers  or  the  use  of  institution  staff  as  visiting  consultants. 
The  latter  is  a  promising  alternative  in  the  communities  of  Helena  and 
Butte. 

— Renovation  -  This  alternative  would  require  an  augmentation  of 
staff  similar  to  the  first  alternative.   We  assume  that  the  augmented 
staff  will  cost  the  same  in  both  alternatives.   Additionally,  this 
alternative  will  require  the  renovation  of  the  cottages.   This  reno- 
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vation  of  these  cottages  will  cost  from  $175,000  -  $250,000  a 
cottage,  based  on  cost  for  Cottage  3.   This  renovation  will  require 
a  major  capital  investment  of  roughly  $1,000,000.   Such  investment 
will  encourage  institutionalization  and  discourage  community  based 
services.   Medicaid  equivalencies  will  have  to  be  granted.   If 
these  equivalencies  are  later  denied,  the  buildings  will  not  meet 
medicaid  standards.   The  state  will  have  thrown  away  $1,000 ,000. 

Side  by  Side  Comparison 

Alternative  Community  Based  Services  Renovation 

Augmented  Staff               XXXX  XXXX 

Capital  Cost  $1,000,000 

Net  Difference  $1,000,000 


CHAPTER  SIX 

ADMINISTRATION 

The  administration  and  general  services  programs  at  BRSll  were 
reviewed.   Some  of  the  areas  investigated  were:   (1)   personnel — 
the  files  and  the  procedures,  (2)   accounting — which  includes 
purchasing,  payroll,  and  budgeting,  and  (3)   inservice  training. 

The  Bureau  Chief  of  General  Services  and  Administration  has 
recently  become  responsible  for  all  areas  that  will  be  discussed  in 
this  section.   His  efforts  to  correct  many  of  the  past  practices, 
while  currently  implementing  better  procedures,  will  definitely  have 
positive  results.   Some  criticisms  herein  may  already  have  been 
remedied  or  in  the  process  of  correction. 
General  Conditions  of  Employment 

The  following  are  the  general  conditions: 

(1)  The  state  has  hired  the  salaried  professional  staff  to  perform 
professional  services.   In  return  for  these  services,  the  state 
will  provide  adequate  compensation. 

(2)  The  state  has  a  further  duty  to  the  professional  staff  to 
insure  that  situations  requiring  excessive  amounts  of  overtime 
are  corrected  by  increasing  the  number  of  staff. 

(3)  As  professionals,  the  staff  will  serve  on  a  call  basis  for 
emergency  purposes.   Terms  of  hire  must  be  specified  and  clarified 
by  the  Administration  of  BRSH.   It  is  also  their  responsibility 

to  resolve  any  conflicts  arising  from  separate  interpretations 

of  the  policies  imposed  by  the  management. 

Many  employees  have  been  disgruntled  because  of  misunderstandings 
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of  either  the  law  or  their  job  or  both.   There  are  specific  references 
that  interpret  Montana's  wage  and  hours  statutes  and  which  clarify  the 
State's  position  (refer  to  Montana  Administrative  Code,  rules 
24-3.14BII (2)-S1420  through  S1470) .   There  are  some  professional  em- 
ployees that  have  been  required  to  work  50-60  hours  per  week  in  order 
to  meet  Medicaid/Medicare  standards.   There  is  no  one  available  to  re- 
lieve them  on  a  shift  or  to  fill  in  when  illness  strikes  or  vacation 
is  taken.   These  situations  of  vacancies  lead  to  violating  federal 
medicaid/medicare  requirements  and  standards.  If  new  positions  are  not 
created  by  the  Legislature,  the  following  alternatives  remain: 

1.  The  frustrated  employee  can  quit. 

2.  His  remuneration  can  be  increased  in  order  to 

justly  reimburse  the  employee  for  50-60  hours  per  week  that 
he  must  work  in  order  to  meet  the  federal  standards  imposed 
on  the  institution  or  hospital. 

3.  Another  position  can  be  requested  in  order  to  relieve  the 
employee,  either  on  a  part-time  or  full-time  basis. 

PRIVATE  PRACTICE 

Historically,  no  uniform  policy  concerning  private  practice 
by  professional  staff  existed.   In  the  absence  of  a  uniform  policy, 
a  fragmented  and  contradictory  system  of  de  facto  policies  exists. 
In  order  to  correct  this  situation,  a  uniform  policy  is  needed. 
Policy  Objectives 

The  objectives  of  any  policy  on  private  practice  are  the 
following : 
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(1)  To  insure  a  continuing  high  level  of  professional  care 
to  institutional  clients; 

(2)  To  insure  that  the  state's  interest  as  an  employer 
are  protected. 

A  policy  can  guarantee  this  high  level  of  professional  care 
only  if  the  staff  is  allowed  to  exercise  sound  professional 
judgment.   The  policy  must  not  hamper  or  straight-jacket  the 
professionals.   A  policy  for  policy's  sake  is  self  defeating. 
A  policy  for  policy's  sake  places  emphasis  on  the  letter  of  the 
law  and  not  the  spirit  of  the  law. 
Policy  Formulation 

In  the  process  of  this  policy  formulation,  the  rights  of 
two  parties  must  be  presented.   The  two  parties  are: 

(1)  The  state  —  employer 

(2)  Professional  staff  —  employee. 

The  best  possible  policy  will  be  a  policy  readily  accepted 
by  both  parties.   Such  a  policy  might  require  considerable  ne- 
gotiations. 

RE  COMME  N  DAT IONS 

U'e  recommend  that  the  following  department-wide  policy  be  con- 
sidered: 

(1)  Record  Keeping  -  Time  records  for  professionals  be 

kept  by  BRSH  business  manager.   The  business  manager 
will  be  responsible  to  protect  the  state's  interest 
and  insure  that  professional  services  to  institutional 
clients  are  not  neglected. 
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(2)  Scheduling  Patient  Visits  -  In  order  to  simplify  record 
keeping,  the  professional  should  schedule  private  patients 
into  established  block  tines,  such  as  after  4:30  each 
day.   It  is  recognized  that  this  cannot  always  be  done. 

We  rely  on  the  professionals'  judgments  to  be  final 
on  any  scheduling  conflict  arising  because  of  emergent 
situations.   Any  deviations  from  the  regular  schedule  must 
be  reported  in  writing  to  the  professional's  immediate 
supervisor.   Any  abuses  of  this  privilege  should  be  sub- 
ject to  disciplinary  action  by  the  Superintendent. 

(3)  Facilities  Utilization  -  If  state  facilities  will  be  used 
for  patients  other  than  institutional  clients,  reimbursement 
is  a  necessity.   Decisions  on  the  degree  of  utilization  of 
state-owned  facilities  depend  on  the  possibility  of 
utilization  of  the  idle  capacity  of  the  hospital  by  the 
Boulder  community.   This  is  considered  in  Part  Three  of  this 
report. 

(4)  Facilities  Reimbursement  -  The  state  should  be  adequately 
reimbursed  for  the  use  of  any  facilities.   The  reim- 
bursement rate  should  be  established  by  a  cost  accounting 
system  which  includes  operating  and  capital  costs.   The 
business  manager  will  be  responsible  to  protect  the 
state's  interest. 

ACCOUNTING  REVIEW 

Our  review  of  the  financial  section  can  in  no  way  be 
interpreted  as  a  financial  audit.   General  discussion  with  the 
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Bureau  Chief  and  his  top  accounting  aide  covered  all  of  the 
separate  areas  of  an  accounting  function.   SBAS  reports  were 
reviewed  but  financial  statements  were  not  tested.   Our  only 
goal  was  to  overview  the  system  and  make  recommendations  on  general 
findings.   The  detailed  and  routine  accounting  procedures  are 
the  responsibility  of  the  Bureau  Chief. 

The  maintenance  of  a  personnel  filing  system  can  he  cum- 
bersome but  must  be  done  properly.   We  suggest  that  the  personnel 
records  be  restructured,  as  they  are  inconsistent  in  documentation. 
Records  should  include  all  forms  filled  out  at  the  date  of  hire,  as 
well  as  evaluation  forms,  training  records,  supervisors'  comments, 
pertinent  memos,  etc.   An  employee  review  should  be  conducted  at  least 
quarterly.   The  supervisor  should  determine  whether  or  not  his  em- 
ployee is  satisfied  with  his  work,  needs  more  training,  etc.,  and 
evaluate  the  employee  on  a  standard  form  to  be  discussed  with  that 
employee.   These  forms  should  be  filed  in  each  employee's  personnel 
folder.   An  exit  interview  is  extremely  valuable  in  order  to  gather 
the  reasons  for  termination.   This  data  can  assist  management  in  their 
evaluation  of  personnel  problems. 

The  personnel  and  payroll  section  is  responsible  for 
recruiting  qualified  personnel  through  use  of  advertising 
and  job  postings.   The  screening  process  that  was  once  exercised 
for  a  period  should  be  reinstated  in  order  to  guarantee  qualified 
employees.   The  turnover  rate  could  be  reduced  if  this  control  was 
mandatory.   The  personnel  manager  must  be  aware  of  Equal  Employ- 
ment Opportunity  regulations  and  be  careful  to  avoid  discrimination. 
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RECOMMENDATIONS 

After  our  review  of  these  operations,  we  make  the  following 
recommendations : 

(1)  Allocate  budgets  to  the  third  level  of  reporting  under 

SBAS.   This  aids  the  central  office  in  their  review  work  and  reports 
automatically  to  the  desired  program  level,  thus  eliminating 
manual  reports. 

(2)  Reduce  the  $5,000  Contingency  Fund — the  obligations  that 
it  meets  can  be  satisfied  by  the  other  contingency  fund. 

(3)  File  budget  amendments  only  to  shift  monies  between 
programs  and  not  to  reflect  averages  in  line  item  categories 
or  within  a  program  on  the  decided  budget  level. 

(4)  Request  another  position  from  the  Legislature  for  the  ad- 
ditional workload  necessary  to  reconstruct  the  personnel  files. 
A  program  budget  control  system  is  necessary  in  aiding  the 

optimization  of  budget  decisions.   The  program  budget  details 
the  total  program  cost.   To  be  effective,  optimization  of  budget 
decisions  must  begin  at  the  program  level. 

TRAINING 

Employees  require  continuous  training  if  their  talents  and 
potentials  are  to  be  utilized  effectively.   The  development  of 
employees  should  begin  with  their  orientation  and  continue  through- 
out their  employment.   This  can  be  accomplished  by  various  methods  of 
training  and  employee  development. 
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A  formal  orientation  program  should  provide  the  new  employee 
with  an  overview  of  the  entire  school,  hospital,  and  cottages. 
For  the  first  bwo  or  three  days,  the  employee  should  become 
.iwari*  of  lUt.Sll  qoals,  objectives,  policies,  safety  niles,  .ind  nny 
other  important  matters  of  which  he  must  be  advised  so  as  to 
minimize  the  possibility  of  errors  and  subsequent  embarrassment  or 
tragedy.   After  this  type  of  orientation,  the  person  could  express 
his  preferences  and  indicate  the  unit  in  which  he  miaht  enjoy 
working.   An  evaluation  and  placement  should  be  made  at  this  time 
and  the  employee  should  be  introduced  to  his  supervisor.   After 
a  period  of  one  month  (arbitrarily  affixed) ,  an  inservice  training 
program  should  formally  begin.  Time  spent  in  the  orientation  and 
review  process  should  reduce  the  anxiety  level  of  the  new  employees 
and  result  in  a  reduction  of  turnover  and  training  costs. 

One  of  the  major  types  of  training  is  commonly  referred 
to  as  job  training.   The  primary  purpose  of  job  training  at 
the  beginning  of  an  individual's  employment  is  to  bring  his 
knowledge  and  skills  up  to  a  satisfactory  level.   If  the  em- 
ployee is  not  certain  as  to  what  will  be  expected  of  him  on  his 
new  job,  then  neither  is  he  certain  that  he  is  receiving  adequate 
training.   If  the  individual  has  gained  experience  in  his  job 
through  supervision,  then  training  may  be  used  to  provide  him 
with  additional  information  and  to  give  him  opportunities  to 
acquire  new  skills. 

Manpower  could  be  better  utilized  if  sufficient  personnel 
were  available.   This  goal  could  be  slowly  attained  if  a  number 
of  problems  were  resolved.   One  problem  can  be  linked  to  the  turnover 
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of  personnel  and  its  various  contributing  factors.   An  excessive 
number  of  early  terminations  could  be  caused  by  inadequate  training. 

In  order  to  approach  training  needs  more  systematically,  a  threefold 
approach  is  suggested: 

(1)  Organizational  analysis determining  where  within 

the  organization  training  emphasis  can  and  should  be 
placed. 

(2)  Operations  analysis determining  what  should  be  the 

content  of  training  in  terms  of  what  an  employee  must 

do  to  perform  a  task,  job,  or  assignment  in  an  effective 
way. 

(3)  Employee  analysis determining  what  skills,  knowledge,  or 

attitudes  an  individual  employee  must  develop  if  he  is 

to  perform  the  tasks  which  constitute  his  job  in  the 
organization. 
The  program  people  for  inservice  training  should  re-evaluate 
their  program  and  select  better  methods.   Whether  classroom 
training,  on-the-job  training,  conferences,  or  other  methods  are 
used,  it  must  be  decided  upon  and  a  plan  must  be  designed. 

RECOMMENDATIONS 

We  recommend  that  BRSH  implement  a  comprehensive  training  pro- 
gram for  both  current  and  new  staff. 

I^MPLOYEI':  TURNOVER 

Since  Boulder  is  both  geographically  and  economically  a  poor  labor 
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source,  the  seasonal  fluctuations  of  employees  is  a  serious  problem, 
which  may  cripple  the  entire  BRSII.   Since  no  bussing  program  now 
exists,  the  number  of  employees  may  drastically  drop  due  to  the 
icy  conditions  of  roads  from  Butte  and  Whitehall.   The  expense  of 
travelling  by  personal  auto  is  unreasonable  for  the  average  person. 
His  take-home  pay  is  considerably  low  enough  without  deducting  car 
expenses.   Therefore,  job  vacancies  in  positions  are  anticipated,  but 
the  immediate  solution  is  nonexistant.   Advertising,  employment  agencies, 
referrals,  etc.  have  not  solved  the  problem.   Only  a  substantial  in- 
crease in  base  pay  will  provide  the  incentive  to  bring  better  employees 
to  Boulder.   We  recommend  that  the  Department  of  Institutions  continue 
their  active  support  for  increased  salaries  for  institution  employees. 
Since  nothing  can  immediately  be  done  to  remedy  the  employee  situation, 
we  propose  alternatives  to  reduce  the  rate  of  turnover.  This  is  dis- 
cussed in  the  subsidized  bus  section  in  the  appendices. 


CHAPTER  SEVEN 

COST  ACCOUNTING 

Cost  accounting  was  developed  originally  for  the  purpose 
of  assigning  costs  to  production  items.   Various  techniques  were 
developed  for  allocating  costs  to  the  output  products.   Cost 
accounting  can  be  defined  as  a  body  of  techniques  for  allocating 
costs  to  the  output  product  for  which  they  were  incurred. 

Validity  In  the  Nonprofit  Institution 

The  validity  of  a  cost  accounting  system  in  a  profit- 
oriented  enterprise  cannot  be  denied.   The  essential  and  accurate 
information  supplied  by  the  cost  accounting  system  is  utilized 
as  an  aid  for  profit  maximization. 

Does  a  cost  accounting  system  have  a  valid  use  in  a 
nonprofit  organization?   The  answer  to  this  question  is  independent 
of  the  fact  that  cost  accounting  was  originally  developed  for  the  profit 
oriented  enterprises.   The  answer  depends  solely  on  the 
possible  validity  in  the  nonprofit  organizations  and  not  the 
historic  origin  of  cost  accounting  techniques.   It  is  first 
necessary  to  define  the  objective  for  which  a  cost  accounting 
system  would  be  used  in  the  nonprofit  organization.   By  defini- 
tion, the  objective  cannot  be  the  maximization  of  profits. 

Alternately,  the  objective  is  not  solely  the  minimization 
of  cost.   A  nonprofit  organization  can  minimize  cost  by  not  doing 
any  tiling.   'I'his  can  easily  be  accomplished  without  a  cost  account- 
ing system.   It  is  assumed  that  some  services  should  be  performed  by  the 
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state  and  further  that  these  services  should  be  provided  at 
some  adequate  level.   Hence  the  objective  should  be  to  mini- 
mize the  cost  of  services  at  some  desired  level.   This  cannot 
be  done  without  a  cost  accounting  system. 

Consider  the  followinq  example; 

— Alternative  One  -  Presently  an  existing  worthwhile  and  desired 

service  costs  $10.00  a  day, 

— Alternative  Two  -  A  cost  savings  of  $10.00  can  be  realized  by 

not  providing  the  service.   This  is  not  a  viable  alternative 

because  the  service  is  assumed  to  be  needed. 

— Alternative  Three  -  A  third  alternative  could  save  $5.00  a  day 

by  providing  an  inadequate  level  of  service.   This  is  not  a 

viable  alternative  because  an  adequate  level  of  service  is  needed. 

— ^lt:ernative  Four  -  Assume  that  a  level  of  services  equivalent 

to  alternative  one  can  be  delivered  for  $'3.00  .»  dny.   This  ciltnrnativf 

should  be  chosen. 

From  the  above  example,  one  can  see  that  an  accurate  cost  account- 
ing system  is  the  rational  basis  for  decisions  between  alternate  modes 
of  service. 
Major  Uses  of  Cost  Accounting  System 

Some  of  the  immediately  evident  uses  of  a  cost  accounting 
system  are  as  follows: 

— Basis  for  Rational  Decisions — Information  on  cost  of  a 

proposed  alternative  is  paramount  in  any  planning  decision. 

Reduction  to  cost  information  forms  a  rational  basis  for 

decision. 
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— Assign  Responsibility— The  cost  accounting  system  will 
separate  the  services  into  cost  centers.   The  efficiency 
of  the  management  of  these  cost  centers  can  be  accurately 
measured.  Poor  management  practices  can  be  corrected 
and  good  management  practices  will  become  obvious.   The  manage- 
ment responsibility  for  these  cost  centers  can  be  readily 
identified. 

— Cost  Recovery — An  accurate  accountability  is  necessary  for 
the  recovery  of  costs „   The  sources  of  this  reimbursement  could 
be  other  departments  within  the  state  through  use  of  no  warrant 
transfers  for  services  rendered)  ,  the  federal  governirent- 
(through  programs  such  as  Medicare,  Medicaid,  etc.),  or  private 
parties. 

Cost  Accounting  System  at  DRSH 

riRSH  is  the  first  institution  within  the  Department  to  es- 
tablish a  complete  cost  accounting  system.   Included  in  this 
is  the  establishment  of  an  inventory  control  system.   Supplies 
are  issued  from  a  centralized  receiving  warehouse.   This  forms 
a  control  procedure.   Additionally,  the  information  on  supply 
utilization  is  captured  at  this  point. 

Other  features  are  the  establishment  of  both  direct  and 
indirect  cost  centers. 

— Indirect  Cost  Centers — An  indirect  cost  is  not  traceable 

to  the  output  service.   In  the  case  of  13RSII,  the  output 

service  is  the  service  to  the  MR  client.   An  indirect  cost  center 

performs  a  service  that  is  not  directly  traceable  to  the 

client.   An  example  is  the  laundry. 
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— Direct  Cost  Centers — A  direct  cost  is  traceable  to  the 
output  services.   In  the  case  of  BRSII,  the  output  service 
is  service  to  the  MR  client.   A  direct  cost  center  performs 
a  service  that  is  directly  traceable  to  the  client.   An 
example  is  hospital  surgery. 

Indirect  costs  must  be  allocated  to  the  output  service. 
BRSH  cost  accounting  system  has  established  a  cost  accounting 
allocating  formula  for  indirect  costs.   This  system  has  been 
operational  for  about  one  year.   As  a  result  of  this  effort 
the  following  has  been  established: 

—  It  presently  costs  $7,000  a  year  per  DRSIl  Client.   This 
figure  does  not  include  any  cost  allocation  for  capital 
improvements,  such  as  buildings. 

--The  operating  cost  of  the  laundry  is  approximately 
$.04  per  pound. 

This  type  of  information  is  essential  for  any  decision  con- 
sidering alternatives  of  patient  treatment  methods  or  laundry 
operations. 
RECOMMENDATIONS 

We  recommend  the  following: 

— Coat  Accounting  Systems — A  standardized  department-wide 

cost  accounting  system  should  be  installed.   The  implementation 

for  the  cost  accounting  system  would  be  as  follows: 

(1)   Problem  Definition  Stage — The  step  would  be  to  define 

the  conceptual  scope  of  the  cost  accounting  system  for  all 

institutions.   This  would  require  inter-departmental 
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cooperation.   The  conceptualization  would  define  the  output 
service,  cost  center  responsibilities,  indirect  cost 
allocation  schemes,  etc.   The  sources  and  types  of  in- 
formation and  documentation  needs  would  be  identified. 
(2)   Report  Generation  Study — The  cost  accounting  system  is  an 
addition  to  the  State-wide  Budget  and  Accounting  System  (SDAS) . 
It  does  not  parallel  SBAS  but  supplements  the  reports  produced 
by  SDAS  in  order  to  include  capital  costs  and  to  specifically 
identify  operational  costs.   After  establishing  the  institution's 
informational  needs,  a  feasibility  study  should  be  con- 
ducted with  the  Management  Systems  Bureau  of  the  Department 
of  Administration.   To  be  timely,  the  cost  accounting  system 
should  have  a  computerized  report  generation  capability. 
A  matrix  of  sources  and  uses  of  information  necessary  for  the 
accounting  system  should  be  constructed.   The  sources  of  in- 
formation fall  into  the  following  three  general  categories: 

(a)  Statewide  Budgeting  and  Accounting  System — Information 
available  as  designated  by  a  program  structure  which  is 
associated  to  a  direct  or  indirect  cost  pool. 

(b)  Internally  Generated — Information  internally  generated  by 
BRSH  which  goes  either  to  a  direct  or  indirect  cost  pool. 

(c)  Capital  Cost — Information  obtainable  from  depreciation 
schedules. 

Developmental  cost  for  the  computerization  can  be  substantial. 
These  costs  can  be  offset  by  the  increased  efficiency  of  management's 
decisions  based  on  accurate  and  timely  information.   The  cost  to  an 
institution  can  be  reduced  by  allocating  a  portion  to  each  institution. 
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—  Management  Dy  Exception  -  The  manageinent  by  exception  philosophy 
is  based  on  the  assumption  that  top  level  management  should 
utilize  their  talents  for  exceptional  problems.   Authority 
and  responsibility  for  normal  recurring  decisions  should  be 
delegated  to  line  management.  Top  level  management  involvement 
in  day-to-day  decisions  should  be  minimal.   The  top  level  manage- 
ment involvement  should  be  restricted  to  the  establishment  of  a 
policy  framework  for  this  type  of  recurring  day-to-day  decisions 
or  for  the  major  decisions  where  policy-type  decisions  do  not  apply. 
Top  level  management  need  not  be  concerned  when  the  organization 
is  functioning  with  a  tolerance,  but  top  level  management  must 
be  concerned  when  an  out-of-tolerance  situation  exists.   Therefore, 
before  a  management  by  exception  system  can  work,  top  level  manage- 
ment needs  an  information  system  that  identifies  out-of-tolerance 
conditions. 

A  computerized  cost  accounting  system  can  contributf* 
to  this  information  system  in  the  following  ways: 

(1)  Summary  Information — A  computerized  cost  accounting  system 
will  provide  summary  cost  information  based  on  the  output 
services.   This  summary  will  identify  cost  centers  which 

will  need  top  level  management  concern. 

(2)  Variance  Reporting — After  cost  center  responsibility  is 
identified,  performance  tolerance  can  be  determined.   A 
variance  is  a  departure  from  a  specified  level  of  per- 
formance.  When  a  variance  or  out-of-tolerance  has  been 
identified,  top  level  management  can  concentrate  on  im- 
provincT  the  situation. 
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--Allocation  of  Capital  Cost  -  The  cost  accountinq  system 

used  by  DRSII  does  not  allocate  any  capital  costs.   Such  allocation 

or  depreciation  is  not  normally  allowed  in  governmental  financial 

accounting y  but  the  purpose  of  cost  accounting  and  financial 

accounting  are  not  the  same.   Cost  accounting  allocates  costs 

to  the  output  service,  and  financial  accountinq  is  used  to 

report  the  financial  condition.  Additionally,  legal  requirements 

can  limit  the  allocation  of  capital  cost  in  situations  such 

as  cost  recovery  under  federal  reimbursements,  but  this  does 

not  limit  the  usefulness  of  the  allocation  of  capital  cost 

for  internal  purposes. 

The  Department  of  Institutions  has  a  great  investment  in 
capital  improvements,  and  these  investments  are  a  very  real  part 
in  any  output  service.   Capital  costs  must  be  included  when  com- 
paring any  project  alternatives.  Consider  the  following  assumed 
set  of  facts: 

(1)  New  windows  have  been  installed  in  the  hospital.   The 
windows  should  be  painted  yearly  to  prevent  deterioration.- 
The  installation  cost  is  $20,000. 

(2)  This  preventive  maintenance  will  cost  $100  per  year. 

(3)  Preventive  maintenance  is  an  operational  expense  and 
is  included  in  the  cost  accounting  system. 

(4)  Capital  costs  are  not   included  in  the  cost  accounting 
system. 

(5)  The  objective  of  the  decision  is  to  reduce  the  cost 
per  patient. 

From  the  above  facts,  $100  per  year  can  be  saved  by  foregoing 
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bhe  preventive  program  because  operational  costs  are  included  and 
capital  costs  are  excluded  from  the  cost  accounting  system. 

Assume  further: 

(6)   Three  years  after  installation  the  windows  rot  out: 

and  must  be  replaced  at  the  cost  of  $20,000. 

Because  the  cost  accounting  system  excludes  capital  cost, 

the  system  will  report  a  savings  of  $300  by  foregoing  the 

preventive  maintenance.   The  above  is  fallacious  reasoning.   The 

total  effect  of  the  three  year  period  is  a  loss  to  the  state  of 

$19 , 700  developed  as  follows: 

Loss  of  capital  improvement  $20,000 

Savings  on  Maintenance  program  300 

Net  Loss  $19,700 


According  to  the  Architecture  and  Engineering  Division,  situations 
similar  to  this  example  exist  department-wide.   No  way  exists  to  es- 
timabe  the  yearly  loss,  but  the  loss  is  substantial.   A  cost  system 
that  included  capital  cost  would  form  a  better  basis  for  rational 
decisions. 


CHAPTER  EIGHT 

GRANT  r-IANAGEMENT 

Federal  Financial  Participation  (FFP)  in  the  form  of  qrants 

is  becoming  an  increasingly  important  part  of  institutional 

financing.  Consider,  for  example,  the  period  from  1971-1974.  A 
partial  catalog  of  the  federal  grants  given  to  BRSH  includes  the 
following: 

— Hospital  Improvement  Project  $284,225 

— Community  Center  Resident  Care 

of  Retarded  $  94,670 

— Unit  Team  Training  $  75,000 

— Behavior  Modification  Project  $130,383 

— Pre-school  Community  Regional 

Centered  Project  $  83,745 

The  total  of  this  partial  list  exceeds  one  half  million  dollars. 
FFP  obligates  the  state  in  two  ways: 

Legal  Obligations 

The  state  is  normally  obligated  by  the  terms  of  its  contracts. 
The  federal  government  can  require  repayment  of  all  funds  if  the  terms 
are  not  fulfilled.   The  state  would  appear  irresponsible  to  the  tax- 
payers if  this  situation  became  a  reality. 

Moral  obligations 

Federal  grant  programs  are  subject  to  the  whims  of  Congress 
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and  the  Executive  branch.   Because  of  this  fact  federal  grants 
cannot  be  considered  as  a  source  of  long-term  financing.   If  the 
state  initiates  a  program  utilizing  federal  grants  and  the  program 
proves  to  be  successful,  the  state  may  be  in  the  position  of  being 
morally  or  politically  obligated  to  continue  the  program  after 
federal  funding  has  ceased.   An  example  of  this  is  the  case  of  the 
subsidized  bus*  under  the  Public  Service  Career's  (PSC)  grant.   When 
the  PSC  grant  was  discontinued,  the  subsidization  of  the  bus  service 
was  discontinued.   This  initiated  a  stream  of  letters  from  Whitehall, 
which  is  one  of  the  areas  served.   In  cases  such  as  this,  the  state 
had  no  legal  requirement  to  continue  the  services;  but  a  moral  ob- 
ligation to  continue  the  services  did  exist.   In  cases  such  as  this, 
the  danger  exists  that  services  once  instituted  are  difficult  to 
curtail,  regardless  of  their  independent  merit  or  lack  of  it. 


RECOMMENDATION 

We  recommend  that  the  Department  of  Institutions  consider 
Federal  Grants  as  an  integral  and  important  part  of  institutional 
financing,  and  that  the  Department  establish  control  procedures. 
Legal  Obligation 

In  order  to  fulfill  the  legal  obligation,  the  Department  of 
Institutions  should  co-sign  all  grants  and  require  the  following 
grant  reporting  procedures: 

*For  further  description  of  the  subsidized  bus,  see  Appendix  2. 
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--Accounbability  -  All  grants  must  give  a  full  accounting  for 

positions,  funds  and  objecbives. 

— Progress  Reporting  -  Progress  and  completion  reports  should 

be  sent  to  the  Department  of  Institutions  on  a  regular  basis. 

— Reconciliation  -  Upon  completion  of  a  project  a  reconciliation 

should  be  made. 

— Final  Reports  -  The  Department  of  Institutions  should  receive 

a  completion  report. 

rioral  Obligation 

The  continued  utilization  of  federal  grants  should  be  en- 
couraged as  an  integral  part  of  institutional  financing.   As  agents 
of  the  state,  institutions  must  allow  the  central  office  to  be  the 
contact  point  for  securing  grants.   These  grants  should  be  considered 
in  the  same  way  as  any  other  project.   Only  projects  that  have  a  po- 
tential for  long-term  benefits  should  be  considered.   V/hen  the  federal 
grant  fumls  cease,  only  those  programs  of  long-term  benefit  should  be 
considered  for  continued  state  funding. 


CHAPTER  NINE 

INTRA-DEPARTMENTAL  COOPERATION 

Throughout  our  analysis  we  observed  that  considerable  potential 
benefit  to  each  institution  could  result  from  increased  cooperation 
within  the  department.   Some  specific  areas  of  cooperation  previously 
considered  in  this  report  included  the  following: 

— Standardized  Cost  Accounting  Systems 

— Standardized  Medical  Reimbursement  Systems 

— Capital  Improvement  Policy 

— Pharmacy  Unit  Dose  System 

— Facilities  Management  Policy 
This  list  is  far  from  inclusive  and  should  be  lengthened.   Many 
operational  problems  at  the  institution  are  common.   These  include 
operational  problems  such  as  the  following: 

— Clerical  Management 

— Hospital  Management 

— Institution  Management 

—Financial  Management 

Historically,  the  institutions  developed  individually  and  inde- 
pendently.  The  present  organization  structure  is  of  recent  origin. 
Unfortunately,  the  entire  talents  of  all  of  the  insitutional  managers 
have  not  had  the  opportunity  to  concentrate  on  the  common  institution 
wide  operational  problems.   A  great  need  exists  for  the  reduction  of 
department-wide  problems  to  a  manageable  size  and  efficient  solution. 

RECOMMENDATION 

We  recommend  that  department-wide  cooperation  be  increased. 
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This  increase  of  cooperation  can  be  promoted  by  reqularly  scheduled 
meetings  including  representatives  of  each  institution  and  the  Depart- 
ment of  Institutions  counterparts.   These  regularly  scheduled  meetings 
should  be  devoted  to  operational  problems  such  as  facilitites  management, 
accounting,  hospital  administration,  reimbursements,  etc.   When  an 
operational  problem  crosses  functional  lines,  a  team  approach  should 
be  utilized.   For  example,  a  team  considering  cost  accounting  for 
medicaid  reimbursement  might  include  representatives  of  hospital 
administration,  accounting,  and  reinibursements. 

The  objective  of  these  meetings  should  be  to  discuss,  clarify 
and  formulate  department-wide  solutions  to  operational  problems. 
The  solution  process  should  attempt  to  reduce  the  first  problem  to 
a  manageable  size  and  secondly  attempt  to  obtain  an  efficient  solution. 
Suggested  methods  to  be  used  include  the  following: 
Standardization 

After  deciding  on  the  most  efficient  department-wide  solution 
to  recurring  problems,  the  procedure  should  be  incorporated  in  a 
standardized  policy  to  insure  the  uniformity  of  action.   Standardized 
forms  and  procedures  must  be  designed  to  support  these  policies.   These 
forms  and  procedures  will  allow  comparison  of  the  individual  institutions, 
will  provide  an  accurate  documentation  of  results,  and  will  create  a 
basis  for  intra-depar tment  information  exchange.  Of  course  standardization 
cannot  cover  all  circumstances,  and  these  circumstances  will  require 
the  focusing  of  the  managerial  skills  possessed  by  the  department's 
personnel. 
Modularity 

Modularity  is  a  concept  akin  to  standardization.   Standardization 
requires  a  uninformity  of  policy,  forms  and  procedures.   Modularity 
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requires  a  uninformity  of  organization  or  staffing  structure.   For 
those  functions  that  are  necessary  at  several  institutions,  one  uni- 
form organization  or  staffing  structure  should  b^  agreed  upon. 
For  example,  a  modular  design  would  apply  in  tl\e  raso  of  reiniburseinentg 
Modularity  forms  an  accurate  basis  for  the  measurement  of  efficiency 
of  operations. 
Pooling  and  Centralization 

The  present  office  management  procedures  do  not  permit  the 
efficient  incorporation  of  the  technological  advances  in  office 
equipment.  For  example,  word  processing  equipment  such  as  the 
IBM  MAHCARD  can  dramatically  reduce  the  cost  per  word  of  office 
correspondence;  but,  because  of  the  high  equipment  rental  cost, 
the  savings  can  be  realized  only  in  a  centralized  ty[)ing  pool. 
Possible  centralized  functions  include  the  following: 

--Word  processing 

— Data  processing 

— Medical  record  and  storage/retreival 

— Accounting  and  budgeting 


PART  THREE 


BRSH,  MEMBER  OF  BOULDER  COMMUNITY 


CHAPTER  ONE 

INTRODUCTION 

No  analysis  of  BRSH  would  be  complete  without  a  discussion 
of  the  impact  of  BRSH  on  the  Boulder  Community.   The  total  in- 
stitutional population,  including  the  work  force,  exceeds  the 
population  of  the  City  of  Boulder.   Of  course,  BRSH  is  the  community's 
largest  employer. 

Although  the  primary  objective  of  BRSH  must  always  be 
that  of  service  to  the  MR  client,  considerable  opportunity  exists 
for  mutually  beneficial  cooperation  between  BRSH  and  the  Boulder 
Community.   Montana's  new  constitution  has  removed  many  of  the  former 
frustrations  to  the  inter-governmental  cooperation.   Cooperation  that 
is  economically  or  financially  justifiable  to  both  parties  is  not  now 
restricted  solely  because  those  parties  are  different  legal 
jurisdictional  or  governmental  accounting  entities.   Such  cooperation 
can  proceed  if  there  is  an  equitable  cost  sharing.   Some  of  the 
mutual  benefits  to  be  expected  from  this  cooperation  include  the 
following : 

— Prevention  of  unnecessary  duplication  of  facilities 

— Maximum  utilization  of  existing  resources 

— Increased  BRSH-Boulder  involvement 

— Cost  reduction  made  possible  by: 

(1)  economies  of  scale 

(2)  reduced  capital  investment 

(3)  consolidation  of  employee  and  operational  costs. 

The  three  areas  that  should  be  given  immediate  consideration 
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for  inter-governmental  cooperation  are:   Emergency  Service 
Capability,  Conununity  Infrastructure,  and  Boulder  Community  Utili- 
zation of  BRSn  Hospital  Facilities. 


CHAPTER  TWO 

EMERGENCY  SERVICE  CAPABILITY 

Presently  there  is  a  high  level  of  informal  cooperation  of 
emergency  service  capability  such  as  law  enforcement,  fire  and 
ambulance  service.   Every  effort  should  be  made  to  continue  this 
cooperation.   In  addition  to  this,  formal  agreement  should  be 
made  to  consider  the  sharing  of  the  cost  of  the  following: 

(1)  A  Consolidated  Full-time  Telecommunication  Center  for 
Emergency  Dispatch  -  A  full-time  telecommunication  center  in  this 
case  would  simply  be  a  communication  center  containing  telephone 
and  radio  equipment  for  police,  fire,  and  ambulance  dispatch, 
manned  on  a  round-the-clock  basis.   The  telecommunication  center 
could  aid  BRSH  in  quickly  locating  walk-aways. 

(2)  A  Consolidated  Fire-Law  Enforcement  Station  -  Presently  DRSH 
and  the  community  are  cooperating  in  this  area.   BRSII  is  paying  $600 
per  year  for  law  enforcement  protection  from  the  Boulder  Com- 
munity.  This  BRSH  reimbursement  to  the  community  seems  to  be 
inadequate  considering  the  high  level  of  demands  for  service 

BRSH  has  placed  on  the  law  enforcement  department.   A  more 
equitable  cost  sharing  should  be  negotiated. 

(3)  Joint  Acquisition  Plan  to  Upgrade  Emergency  Equipment  -  A 
joint  acquisition  plan  would  produce  a  higher  level  of  emergency 
capability  by  reducing  possible  duplication. 

Cooperation  in  the  above  areas  would  accomplish  the  following: 
— Raise  the  level  of  emergency  service 

--Increase  the  professionalism  of  the  emergency  forces 
—Raise  the  salary  scale  of  emergency  professionals. 


CHAPTER  THREE 

COMMUNITY  INFRASTRUCTURE 

In  the  next  few  years,  environmental  laws  will  mandate  the 
upgrading  of  community  infrastructures,  such  as  water  treatment 
facilities,  solid  waste  disposal,  and  sewage  treatment.   Any 
piecemeal  or  fragmented  approach  to  this  upgrading  of  infrastructures 
will  surely  increase  total  project  cost.   For  example,  a  joint 
solid  waste  disposal  facility  would  require  one  earth  moving 
unit  (cost  $25,000)  and  one  facility  manager  ($9,600  per  year). 
If  a  joint  facility  is  not  planned,  both  BRSH  and  the   community 
of  Boulder  will  have  to  individually  fund  these  expenditures. 
This  does  not  even  consider  that  a  joint  facility  would  be  an 
optimum  land  use  policy  decision.   A  similar  case  can  be  made 
for  joint  sewage  treatment  facilities.   Sewage  treatment  has 
long-term  consequences.   Environmental  laws  will  require  a  staged 
upgrading  in  the  following  sequence:   primary,  secondary,  and 
tertiary.   If  joint  planning  is  not  started  immediately,  both 
BRSH  and  the  community  might  be  locked  into  a  long-term,  financially 
disadvantageous  position. 


CHAPTER  FOUR 

COMflUNITY  UTILIZATION  OF  DRSII  HOSPITAL  FACILITIES 

Aqain  it  must  be  reiterated  that  the  objective  of  BRSll  is 
to  qive  service  to  the  MR  client.   Community  utilization  of  the 
URSH's  hospital  must  not  interfere  with  that  objective.   This 
means  that  community  utilization  should  be  restricted  to  idle 
capacity.   This  restriction  does  not  exclude  the  possibility  of 
benefits  to  the  community  and  BRSH,  but  protects  the  interests  of 
both  the  state  and  the  community. 
Benefits  To  The  Community 

The  benefits  to  the  comminity  are  as  follows: 

— Increased  general  level  of  medical  care 

— A  community  base  hospital  that  the  community  could  not 
otherwise  support 

— Readily  accessible  to  medical  attention  . 
Benefits  To  BRSll 

The  benefits  to  BRSH  are  as  follows: 

— Recovery  of  the  cost  of  idle  capacity  from  private  paying 
patients 

--Increased  level  of  medical  care  resulting  from  visiting 
physicians 

— Increase  the  financial  attractiveness  of  BRSH  to  medical 

professionals  without  increasing  the  state's  financial  share. 
Problems 

The  opening  of  the  BRSH  hospital  for  community  use  is  not  with- 
out its  problems.   The  increased  expenses  resulting  from  the  com- 


79 


munity  utilization  must  be  borne  by  the  community,  but  this  would 
not  constitute  a  community  hospital.   Primacy  to  the  MR  clients  would 
have  to  continue. 

RECOMMENDATIONS 

We  recommend  that  possible  areas  of  intergovernment  be  promoted. 
In  those  areas  where  a  willing  partnership  might  exist,  full  cost 
studies  should  be  made.   Since  any  decisions  made  in  respect  to 
cooperation  will  have  long-term  consequences,  these  decisions  should 
not  be  taken  lightly.   Only  after  both  parties  have  considered  the 
possibilities  should  decisions  be  made.   These  decisions  should 
be  written  and  legally  binding  to  protect  both  parties.   Any  suggestion 
to  proceed  on  joint  projects  would  be  premature  at  this  time,  but  we 
recommend  the  following  policy  for  community  utilization  of  BRSII; 

Community  Utilization  of  Idle  Capacity  of  the  BRSH  Hospital 

According  to  a  recent  Attorney  General  Letter  Opinion  pro- 
vided to  another  state  agency,  state  facilities  can  be  used  by  the  com- 
munity provided  that  the  state  receives  an  adequate  reimbursement. 
The  state  may  allow  private  use  under  the  above  conditions, 
but  the  state  is  not  required  to  make  the  facilities  available. 
The  option  is  strictly  the  choice  of  the  state.   The  state 
does  not  and  should  not  aggressively  pursue  this  policy  of 
private  utilization.   No  desire  exists  to  compete  with  private 
enterprise. 

In  the  present  case,  we  are  considering  medical  facilities 
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located  in  an  isolated  community  without  the  financial  resources 
necessary  to  provide  for  a  hospital  facility.   A  vacuum  exists  in 
this  public  service  area.   This  public  service  vacuum  could  not  be 
filled  by  private  enterprise  because  it  would  not  be  economically 
feasible. 

There  are  three  possible  reasons  for  BRSH' s  facility  utiliza- 
tion: 

(1)  Institutional  Patient  Care 

(2)  Emergency  Care 

(3)  Community  -  Nonemergency  Care. 

No  one  can  disagree  with  the  first  two  reasons  for  utilization.   The 
policy  for  the  third  remains  in  question.   In  any  case,  the  community 
utilization  should  be  limited  to  the  capacity  not  utilized  for  the 
first  two  reasons  for  care.   Under  no  circumstances  should  the  community 
utilization  hamper  care  to  institutional  patients. 

Reimbursement  for  BRSH  Facility  Utilization 
The  reimbursement  will  be  as  follows: 

(1)  Professionals  will  charge  according  to  an  established  fee 
schedule  approved  by  the  BRSH  business  manager. 

(2)  Professionals  not  having  a  staff  to  bill  patients  directly 
will  utilize  the  billing  function  of  BRSH.   BRSH  will  be  reimbursed 
5%  of  the  professional  charge. 

(3)  Professionals  shall  assume  total  liability  for  malpractice 

and  personal  injury,  and  provide  evidence  of  malpractice  insurance. 
The  professionals  must  sign  hold  harmless  agreements  with  the 
state. 
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(4)  All  additional  cost  accociated  with  community  utilization 
must  be  recovered  from  the  professionals.   This  includes  supplies, 
operational  expenses,  and  capital  cost. 

(5)  Professionals  assume  full  responsibility  for  the  collection 
of  all  accounts. 

It  should  be  reiterated  that  the  state  has  the  option  to  allow 
or  not  allow  the  utilization  of  their  facilities.   Any  employee 
utilizing  the  facilities  must  agree  in  writing  to  follow  the  established 
policy. 


APPENDICES 


APPENDIX  I 


A  model  pharmacist-oriented  drug  distribution  system  for  a 
larqe,  sprawling  (mental,  retardation,  etc.)  hospital  using  full-time 
(small  staff),  in-house  pharmacy  service.   (See  page  86  for  reference) 


This  type  of  service  requires  one  or  more  full-time  pharmacists 
and  supportive  personnel  depending  upon  the  programs  employed  and 
the  hours  of  operation. 
SYSTEM  OUTLINE 

On  The  Nursing  Unit 
The  physician 

1.  Writes  medication  order  on  duplicate  order  form  or 
places  order  directly  into  automated  device,   (No  one  other 

than  a  physician  or  pharmacy  employee  can  place  a  medication  order 
into  an  automated  device) . 

2.  If  hand  written,  flags  chart. 

3.  If  physician  is  ordering  medication  by  telephone  he  should 
speak  directly  to  pharmacist. 

The  nurse  (finding  a  newly  written  order) 

1.  Copies  order  into  nursing  medication  cardex. 

2.  Sets  tabs  in  cardex  for  medication  administration  time. 

3.  Tears  out  pharmacy  copy  of  medication  order  for  trans- 
mittal to  pharmacy. 

The  ward  clerk 

1.   Tears  out  pharmacy  copy  of  medication  order  (if  not  done 
by  the  nurse) . 
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2.  Sends  copy  to  pharmacy  via  pneumatic  tube,  drop  chute, 
messenger  or  automated  device.   If  automated  device  is  involved  ward 
clerk  should  NOT  be  called  upon  to  interpret  physician's  order. 

3.  If  STAT  order,  attaches  special  STAT  marker  to  copy  of  the 
order. 

In  The  Pharmacy 

Supportive  (sub-professional)  personnel 

1.  Receives  order  from  pneumatic  tube,  drop  chute,  messenger 
or  automated  device. 

2.  Enters  order  onto  patient  medication  profile  record  (phar- 
macy cardex) .   STAT  orders  are  hand-carried  through  order  review  and 
and  filling  procedure,  and  are  then  returned  to  nursing  unit. 

3.  Sends  new  orders  and  cardex  to  pharmacist  to  check. 

4.  For  chronic  mental  patients:  after  receiving  cardex  checked 
by  a  pharmacist  for  assigned  nursing  units,  fill  7-day  supply  of  unit 
doses  into  zip  top  bag  or  Rx  container  (for  individual  patients) . 

5.  For  acute  (medical  and  surgical)  patients  only:   after 
receiving  cardex  checked  by  pharmacist  for  assigned  nursing  units, 
by  prearranged  schedule,  places  unit  doses  of  all  medications  in- 
cluding narcotics  for  a  24-hour  time  interval  or  less  (usually  sub- 
divided into  dosage  time  intervals)  into: 

a.  a  patient's  drawer  of  a  medication  cart  (part  of  an  ex- 
changeable cassette) ,  or 

b.  a  medication  drawer  for  patient's  room,  or 

c.  containers  to  be  placed  into  a  medication  drawer  in  patient's 
room. 

6.  Records  all  issues  on  patient's  cardex. 

7.  Records  on  cardex  and  brings  to  the  attention  of  pharmacist 
all  unused  medications  (other  than  PRN)  in  patient's  drawers. 
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8.  Sends  filled  order  to  pharmacist  to  check. 

9.  After  orders  have  been  checked  by  pharmacist,  transfers 
cassette  (or  other  delivery  unit)  to  transportation  personnel  or 
automated  delivery  device  for  delivery  to  nursinq  unit  (for  acute 
wards,  daily:   for  mental  and/or  retardation  units,  once  n  week  on 
a  set  schedule  except  new  orders  which  are  filled  and  delivered  as 
soon  after  they  are  written  as  possible) . 

The  pharmacist 

1.  Checks  all  new  entries  made  onto  medication  profile  (cardex) 

2.  Checks  medication  profiles  for  interactions,  etc.  and 

calls  physician  when  clarification  is  required. 

a.   if  clarification  results  in  a  change  in  order,  makes  the 
proper  entries  on  pharmacy  copy  of  original  order  and 
pharmacy  cardex  and  sends  a  special  form  to  nursing  unit 
to  be  sure  that  the  change  is  recorded  on  original  order 
in  patient's  chart. 

3.  Checks  filling  procedures  of  supportive  personnel  and 
when  satisfied  with  accuracy  marks  the  various  containers,  drawers, 
or  cassettes  ready  for  delivery  to  nursing  units. 

4.  Checks  other  tasks  performed  by  supportive  personnel 
(packaging,  bulk  compounding,  etc.) 

5.  Performs  other  professional  tasks  such  as: 

a.  IV  additive  service 

b.  extemporaneous  compounding 

c.  control  procedures 

d.  supplying  information 

e.  interview  patients  on  admission  and  discharge 

f.  drug  utilization  review. 
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Delivery 

Filled  medication  orders  (cassettes,  drawers,  or  other  con- 
tainers) are  delivered  by  messenaer  or  automated  devices.   Messenger 
picks  up  empty  cassettes,  drawers  or  containers  at  the  same  time 
and  returns  them  to  pharmacy. 

Back  On  The  IJursing  Unit  (for  acute  medical  and  surgical  patients) 
The  nurse: 

1.  At  proper  time  interval,  wheels  cart  to  patient  rooms  and 
administers  unit  doses  as  directed  from  nursing  cardex.   If  medi- 
cation is  stored  in  patient  rooms;  at  the  proper  time,  goes  directly 
to  rooms  and  gives  medications. 

2.  In  both  instances,  charts  immediately  after  dosage  is 
administered. 

3.  If  for  some  reason  dose  is  not  given,  fills  out  appropriate 
card  for  return  to  pharmacy, 

4.  If  hospital  does  not  have  24-hour  pharmacy  service,  uses 
night  drug  cabinet  for  starter  dose  of  new  orders  written  after 
pharmacy  is  closed. 

5.  Uses  emergency  drug  supply  on  the  nursing  unit  for  emergency 
drug  orders. 

Back  On  the  Nursing  Unit  (for  chronic  mental  patient a) 
The  nurse  or  medication  technician  : 

Fills  a  24-hour  supply  of  unit  doses  into  individual  patient 
drawers  from  the  7-day  supply. 
The  pharmacist 

Makes  rounds  each  day  and  checks  patient  drawers  filled  by 
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nurse  or  medication  technician.   Marks  OK  for  administration  on 
the  next  day. 
The  nurse 

At  proper  time  intervals,  administers  doses  to  patients  from 
tlieir  individual  drawer  and  charts  immediately. 


■^George  I.  Freedman,  Pharmacist-Oriented  Drug  Distribution 
Systems  for  All  Hospitals  (Hospital  Formulary  Management) ,  MarcJ 
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APPENDIX  II 

SUBSIDIZED  BUS  TRANSPORTATION 

A  recurring  problem  for  BRSH  is  employee  turnover.   Three  factors 
contributing  to  this  excessive  turnover  are: 

(1)  Limited  housing  at  Boulder  -  The  communities  surrounding  BRSIl 
have  a  very  limited  rental  markeb.   Those  places  that  are  available  have 
excessive  rents. 

(2)  Isolation  of  BRSH  -  BRSH  is  isolated  from  other  major  labor 
sources  by  at  least  30  miles  (60  miles  round  trip) . 

(3)  Transportation  -  The  schedule  of  the  public  transportation 
serving  Boulder  precludes  BRSH  employee  use.   The  only  available  means 
of  transportation  is  the  private  auto. 

A  combination  of  these  three  factors  seriously  limits  the  labor 
pool  available  to  BRSII.   These  factors  are  real  hardships  to  the  lower 
paid  employee.   On  the  other  hand,  these  can  be  insurmountable  obstacles 
for  programs  designed  to  allow  the  entrance  of  economically  disadvantaged 
people  into  the  labor  market.   Examples  of  these  programs  are  the  Work 
Incentive  Program  (WIN)  and  the  Concentrated  Employment  Program  (CEP) . 

Three  buses  were  purchased  through  the  Public  Service  Careers 
grant  in  the  last  fiscal  year  and  were  used  for  the  bussing  program. 
These  buses  are  not  idle,  as  they  are  being  used  for  transporting 
the  patients  on  the  grounds. 

The  concept  of  subsidized  bus  transportation  has  merit  and  should 
be  reconsidered.   Based  on  a  preliminary  conversation  with  Mr.  John 
Billings  of  the  Clark  Fork  Valley  Express  Company,  this  program  could  be 
reinstituted  at  less  cost  than  the  original  program.   The  original 
program  utilized  3  buses  and  3  drivers  to  serve  a  three  pointed  star 
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configured  route.   The  three  buses  originated  and  terminated  at  Helena, 
Butte,  and  Whitehall,   Each  bus  discharged  and  picked  up  passengers  at 
URSH. 

Helena 


.  BRSH 


Butte  Whitehall 

The  buses  were  scheduled  for  three  shifts.   From  rough  cost 
estimates  supplied  by  Mr.  Billings,  BRSH  could  obtain  approximately 
90%  of  the  service  at  less  than  half  the  original  cost  of  the  contract. 
The  premise  of  Mr.  Billings'  estimation  that  if  staggered  shifts  were 
instituted  at  BRSH  and  if  only  two  points  of  the  star  are  utilized, 
only  one  bus  and  one  driver  will  be  needed. 

.   BRSH 
.  Butte  ,  Whitehall 

ADVANTAGES 

Advantages  to  the  Employee  -  The  two  advantages  to  the  employee  are 

(1)  Any  potential  employee  that  is  now  handicapped  by  transportation 
expense  could  enter  the  BRSH  labor  market. 

(2)  A  major  factor  of  employee  turnover  is  the  inadequacy  of  trans- 
portation systems  serving  BRSH.   An  improved  transportation  system  could 
reduce  employee  turnover,  and  the  state  would  realize  a  long  term  benefit 
by  reducing  training  costs. 

Advantages  to  the  State  -  The  two  advantages  to  the  state  are: 
(1)  It  is  cheaper  to  subsidize  mass  transportation  system  than  to 
offer  employee  travel  expense. 
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(2)  Long  term  benefits  are  possible  if  the  employee  turnover  is  cut. 
Employee  training  expense  for  DRSH  can  be  minimized  by  reducing  turnover. 

RECOMMENDATION 

We  recommend  that  a  continuing  subsidizing  bus  transportation  system 
be  reconsidered  as  an  alternative  to  icreasing  the  labor  market 
available  to  BRSH.   The  scope  of  the  study  should  include  research  into 
the  possibility  of  continuing  Federal  Financial  Participation. 
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